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how 1 9 6 4  shapes u p : For a preview of Institute plans for the new year, take a look at John L. Carey’s
column on page 6.
. . .  in accounting 
principles
. . .  in professional 
relations
. . on new frontiers
. . . and on the 
Washington scene
A “white paper” is in preparation on the proposal to establish the authority 
of the opinions issued by the Accounting Principles Board. The new executive 
committee has asked the executive director, in collaboration with committee 
members Robert Witschey and Herman Bevis, to draft a document to aid the 
Council in considering the proposal at its meeting early in May.
In response to mounting professional and public interest, the APB has de­
cided to give more information on its activities; for details, see page 5.
At a far-ranging meeting last month, the committee on professional ethics 
took action on such questions as management services and the applications 
of the new independence rule. See story on page 11.
A new committee has met with a liaison group from the Financial Analysts 
Federation. The meeting agreed upon several co-operative projects to improve 
financial reporting. An example: mutual efforts to discourage the use of the term 
"cash flow” by financial services.
Looking farther out on the frontiers of the profession, the executive com­
mittee endorsed the idea of building the entire 1964 annual meeting around the 
theme of planning for the profession s long-range future.
In taxes, the committee on Federal taxation has commented extensively on 
pending major revenue legislation. Members may request a copy of these 
comments from the Institute. For a forecast of the committees expanded 
program in the months ahead, see story on page 2.
Despite strong opposition from the Treasury Department and the Institute, 
the Senate has passed a bill (S 1466) to grant automatic admission to lawyers 
to practice before all Federal agencies. In a statement filed with Congressional 
committees, the Institute declared that it was not in the public interest to 
foreclose the agencies from establishing their own procedures in the light of 
their own particular needs. The legislation may also pose a threat to the 
CPA’s tax practice by providing a precedent for transferring the right to de­
termine who can practice before Federal agencies to state authorities. Fur­
ther steps are planned to dissuade Congress from passing the bill.
The CPA, January 1964. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 44, 
No. 1. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
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Expanded programs planned in several 
phases of tax practice by AICPA committee
Federal tax group will explore professional 
responsibilities, estate planning, public relations
Expanding frontiers for CPAs 
in tax practice are reflected in the 
Institute’s plans.
The agenda of the committee 
on Federal taxation for 1963-64 
and following years shows both 
the breadth and the diversity of 
continuing projects and of new ac­
tivity under consideration:
In legislative recommendations, 
not only commenting directly on 
proposed programs but also ex­
ploring possibilities for recom­
mending legislation meeting 
CPAs’ specific problems in taxa­
tion;
In administration, considering 
a number of projects ranging from 
review of income tax forms to 
studies on IRS administration;
In responsibilities in tax prac­
tice, developing guidelines for 
practitioners;
In estate planning, promoting 
CPAs’ involvement;
In public relations, rendering 
greater assistance to the public 
and profession through educa­
tional and liaison programs.
Legislation. In addition to its 
regular activity of commenting on 
tax bills, the committee on Fed­
eral taxation will also develop its 
own recommendations for amend­
ments to the Internal Revenue 
Code. It will give particular atten­
tion to the needs for amendments 
to the Revenue Act of 1962 and 
legislation adopted or proposed 
by the present Congress. The 
committee will study several areas 
where it thinks legislation meet­
ing CPAs’ special tax problems 
should be investigated. It will con­
sider proposals affecting CPAs’ 
practices, such as professional in­
corporation and, if necessary, ex­
tensions of time for filing individ­
ual tax returns. And the commit­
tee will study the need for de­
termining whether administrative 
interpretations, particularly new 
ones, may be tantamount to legis­
lation by administrative fiat.
Administration. In addition to 
its normal practice of reviewing 
IRS actions such as regulations 
and rulings, the committee will 
go into these areas or activities: 
Review of income tax forms — 
develop suggestions for changes 
in income tax forms (this pro­
gram has taken on added sig­
nificance since the Service added 
ADP to its operations); Publica­
tion of revenue rulings, revenue 
procedures, etc.—develop a study 
to determine the extent to which 
the IRS has fulfilled its commit­
ment to Congress and taxpayers 
generally in providing published 
administrative rulings for the 
guidance of taxpayers; “No rul­
ings” procedure—develop a study 
to determine whether the IRS 
has increased the number of areas 
in which it will not issue private 
rulings without publicly stating 
its position through revision of 
Rev. Proc. 60-6, 1960-1 CB 880; 
Engineering and valuation branch 
—develop a study to determine 
whether the scope of the engi­
neer’s function seriously affects 
administrative settlement proce­
dures, for example, at the in­
formal conference level; Admin­
istrative settlement procedures— 
develop recommendations for 
strengthening the administrative 
settlement procedures at all lev­
els; Liaison with IRS — investi­
gate feasibility of establishing 
liaison groups with regional com­
missioner and/or district directors 
on broader basis than problems 
of practice standards.
Responsibilities in tax prac­
tice. The committee soon will con­
tinue its new project for issuing 
the series of statements designed 
to guide CPAs in the many per­
plexing questions of responsibili­
ties which can arise in tax practice.
Estate planning. The commit­
tee will seek to implement CPAs’ 
activity in this area by developing 
a portfolio which would encour­
age (1) CPAs to participate in 
this type of work, (2 ) state so­
cieties to develop estate planning 
programs and (3 ) CPAs to par­
ticipate in estate planning coun­
cils. It may also establish a 
procedure by which CPAs can 
confidentially question the com­
mittee on what they properly may 
or may not do in this area.
Assistance to the public and 
the profession. For the profes­
sion the committee will consider 
the development of studies in 
Federal taxation: (1 ) to assist 
“audit staff” in recognizing the 
existence of possible tax problems 
and tax-planning opportunities 
and (2 ) to assist in the self-edu­
cation of tax personnel at selected 
levels of experience.
In relations with the taxpaying 
public the Institute will study a 
proposal to develop a co-opera­
tive program with the state soci­
eties and the IRS to upgrade 
the content of the Service’s Teach­
ing Taxes Program to an “adult 
education” level and arrange for 
CPA lecturers to present the new 
courses. The program would be 
designed to: (1) enhance the 
public prestige of CPAs; (2 ) stim­
ulate co-operation between CPAs 
and the IRS; and (3) place the 
CPA in a position of advocating 
taxpayer self-help and thus better 
compliance.
The committee will encourage 
further liaison meetings with the 
American Bar Association’s Sec­
tion of Taxation.
Accounting Principles Board adopts new 
policy on publicizing its activities
W ide public and professional interest ivill b e  m et with 
( 1 ) publication o f exposure drafts; ( 2) speaking program
The Accounting Principles Board 
on November 15 decided on wider 
exposure of its pronouncements.
This open door policy has gone 
into operation with the latest APB 
pronouncement, the tentative 
draft opinion on reporting of 
leases in financial statements.
Rather than going to the more 
normal number of about 2,000 
people, this exposure draft was 
sent to some 3,600 people, includ­
ing the presidents of all com­
panies listed on the New York 
Stock Exchange. The cutoff date 
for receiving their comments on 
the draft was set at December 31, 
1963. In addition, the full text of 
the draft is presented in the Janu­
ary issue of The Journal (p. 70).
This presentation includes an 
explanation of the way in which 
the new policy works. The expla­
nation traces the course of an ac­
counting principles question from 
its initial formulation in an ac­
counting research study, through 
its further refinement in one or 
more tentative draft opinions, up 
to its ballot draft form.
Exposure will take place after 
the board has achieved tentative 
agreement on an opinion but be­
fore it is formally issued as an 
opinion of the Accounting Prin­
ciples Board. Exposure of the ten­
tative draft of the opinion will 
take place in this way: The CPA 
will alert the members to immi­
nent publication of a draft in The 
Journal. The full text of the draft 
will appear in The Journal; and 
shortly thereafter, the draft will 
be widely exposed to a represen­
tative group of interested persons 
by the APB.
The draft may also be released 
to the press but there will be no 
“scoops”—nothing will be issued
to the press before the draft ap­
pears in The Journal. Tight se­
curity will clamp down on a bal­
lot draft, which will be distrib­
uted only to members of the 
APB. If two-thirds of the Board 
votes for this draft, it will be 
promulgated as an Opinion of the 
Accounting Principles Board.
The Treasury appears to have 
limited the general usefulness of 
state-legislated “professional cor­
poration” or “professional associ­
ation” statutes designed to enable 
professionals to attain corporate 
Federal tax status.
Proposed Treasury regulations 
published in the December 17,
1963 issue of the Federal Register 
provide rules to clarify the tax 
treatment of professional service 
corporations, associations, trusts, 
and other organizations. In amend­
ing Regulations Section 7701, the 
Treasury notes that “Local law 
may provide for the creation of 
specialized types of organizations 
[e.g., professional service corpo­
ration or association] but the In­
ternal Revenue Code, rather than 
local law, establishes the tests and 
standards which will be applied 
in determining the classification 
in which such an organization be­
longs.” The proposed regulations 
further indicate that “The labels 
applied to specialized types of 
organizations which may now or 
hereafter be authorized by local 
law are in and of themselves of 
no importance in the classification 
of such organizations for the pur-
The new policy comes at a 
time when the broad business 
community has shown a rapidly 
quickening interest in the whole 
area of accounting principles. 
The Board is considering means of 
fulfilling this interest. Chairman 
Alvin R. Jennings reported on the 
heavy turnouts at forums on ac­
counting principles of the type 
sponsored by the investment 
banking firm of Hayden, Stone 
and Co. The Board will consider 
a public-speaking program for 
Board members and qualified In­
stitute members aimed at explain­
ing the implications of account­
ing principles to the profession’s 
business clients.
pose of taxation under the In­
ternal Revenue Code.”
The Treasury notes that a pro­
fessional service organization will 
be treated as a corporation for 
Federal tax purposes only if it 
has sufficient corporate character­
istics to be classifiable as a cor­
poration; for example, six basic 
characteristics of a corporation 
are: associates, business carried 
on for profit, centralization of 
management, continuity of life, 
limited liability, and free trans­
ferability of interest. Based on the 
Treasury’s commentary on the 
basic corporate characteristics, it 
would appear that a professional 
service organization would find 
it difficult to have a sufficient 
number of the corporate charac­
teristics to permit it to be classi­
fied as a corporation for Federal 
tax purposes.
A report on the Institute’s pol­
icy that professional public ac­
counting practices should not be 
incorporated appears in the Feb­
ruary 1963 issue of The CPA. This 
decision regarding professional 
incorporation was reached by 
Council at its spring meeting in 
1961.
Treasury would foreclose widespread use 
of professional service corporations
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JOHN L. CAREY
A New Year: Preview and Promise
January 1 opens the traditional season for peering into the year ahead — and pledging what we will accomplish in it.
Two months ago my column gave a division-by-division answer to 
the members who asked: “What do all these people (on the Institute’s 
staff) do?” This month I ’ll describe very briefly what “all these people”
— and the committees they serve — plan to do in 1964.
Accounting Research. A lot of effort will be devoted to the executive 
committee’s proposal designed to clarify the status of APB opinions. 
Well before its spring meeting, the Council will have an opportunity 
to consider a white paper explaining the proposal. The speeches, papers 
and letters that the proposal has already generated indicate the pro­
fession is engaging in a “Great Debate” over this keystone question 
on the status of accounting principles.
The APB has just released an exposure draft of its opinion on leases 
and has a number of research studies, which are often followed by 
APB opinions, in various stages of preparation: accounting for income 
taxes, accounting for cost of pension plans, intercorporate investments, 
and accounting for foreign operations.
In addition, the staff expects to get close to completion of the “in­
ventory” of accounting principles believed to be generally accepted at 
the present time.
Technical Services. The auditing committee will train its attention 
on such important questions as auditing investments in other enter­
prises, procedures for supervision of audit staff, and the CPA’s role in 
checking on compliance with Government agency regulations. The 
management services committee will continue its study of the scope 
of a CPA’s practice in this area and may propose standards of com­
petence. The Federal taxation committee and staff will develop state­
ments clarifying the CPA’s responsibility in tax practice and will con­
sider issuing a series of research studies on specific problems en­
countered in practice.
A profusion of publications meeting practitioner’s needs should flow 
from the technical services staff. The MAP series should be augmented 
by four bulletins — on maintenance of files, compensation, motivation, 
and the second annual expense and revenue study. A comprehensive 
handbook on Accounting Services for Business Management will be 
published shortly. A number of audit guides are planned.
The technical information service, which expects to answer even 
more than the 2,500 questions handled last year, will bring out a 
book this year based on its replies.
Publications. The first issue of Management Services will appear in 
March, offering the profession an authoritative journal in the manage­
ment services area. The Journal of Accountancy expects increases over 
last year’s record advertising revenues ($265,000) and circulation (over 
100,000). The CPA will continue to develop its new approach of pro­
viding ideas and information of 
direct interest and benefit to mem­
bers.
Professional Development. This 
program expects another year of 
growth — ten new courses, and 
attendance up to nearly 13,000 as 
compared with fiscal 1963’s rec­
ord 9,000 — all while turning 
the corner from the red into the 
black on the Institute’s budget.
Education. Activities will in­
clude: work with the Association 
of CPA Examiners on a new ver­
sion of the Uniform Statistical 
Information Questionnaire, which 
should provide valuable insights 
into the reasons for success on 
the Uniform CPA Examination; 
reports on case material now 
available to professors and on 
the uses of the Professional Test­
ing Program; planning for a new 
career film and leaflet; and a draft 
of the Common Body of Knowl­
edge study.
Professional Relations. Two sep­
arate membership promotion ef­
forts have been targeted, one for 
new CPAs, another for the older 
professionals in industry, govern­
ment and teaching. Several proj­
ects are under consideration for 
developing more information 
about international accounting 
needs and practices.
The committee on small busi­
ness is exploring activities which 
could help CPAs better assist 
their small company clients. In 
professional ethics, the committee 
and staff expect to process over 
one hundred formal inquiries; a 
revision of the book, Professional 
Ethics of Certified Public Ac­
countants will go on the presses 
by the end of 1964.
Washington Office. Division 
plans and the plans of the com­
mittee on relations with the Fed­
eral Government indicate the im­
pact of Government on account­
ing. The pending SEC legislation 
not only entails reporting require­
ments for more industrial and 
marketing companies, but it also 
raises major accounting questions 
for service organizations such as 
banks and insurance companies.
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A c c o u n ta n ts  A ro u n d  th e  W o r ld  Express 
C ondolences to  In s titu te  on Kennedy's D ea th
A s a shocked world learned o f 
the la te  President John F. Ken­
nedy's assassination, m any o f th e  
professional accounting o rganiza­
tions ab ro ad  th o u g h t to  express 
th e ir sorrow and dism ay to  th e  
Institu te . A m o n g  th e  countries
whose societies sent messages o f 
sym pathy to  th e  Institu te  w ere: 
C hile , C o lo m b ia , C o sta  Rica, 
C u b an  accountants-in-exile , Ecua­
dor, England and W a les , France, 
M exico , Peru, Puerto Rico, Sco t­
land and South A fr ic a .
Reminder: In planning audits, and tax returns, 
check for compliance with new equal pay law
The committee and the Wash­
ington office will work with such 
agencies as: REA — on a revised 
guide on minimum accounting 
requirements for borrowers; the 
Small Business Administration — 
on compliance forms for SBIC 
audits; the HHFA — on cost cer­
tifications; and the Department of 
Labor — on financial reports for 
welfare and pension funds.
Executive Office. Several proj­
ects are being explored on the 
frontiers of the profession. The 
long-range objectives committee 
is finishing up its three-year se­
ries of discussions with thought- 
leaders in and out of the profes­
sion. The results of these explora­
tions into the profession’s future 
will be summarized in a book to 
be published next fall.
A new committee has started 
developing closer relations with 
financial analysts, a group with 
increasing influence in the finan­
cial community.
The new Institute retirement 
program, offering low-cost bene­
fits similar to those in the life 
insurance program, will be vigor­
ously promoted with a mailing to 
all firms and practitioners this 
spring.
This summary mentions only 
some of the programs, most of 
them new, which the Institute 
committees and staff will under­
take this year. How well do they 
match up with your New Year’s 
Day professional resolutions?
Practitioners now have an op­
portunity when conducting audits 
or preparing tax returns to per­
form another service for their 
clients—to check their readiness 
to comply with the Equal Pay 
Act of 1963. At the same time, 
practitioners should make a note 
to give themselves a check-up, 
too; public accounting firms are 
subject to the new law.
For most employers the law 
goes into effect on June 11, 1964. 
Exception: some employers cov­
ered by bona fide collective bar­
gaining agreements terminating 
after June 11, 1964 which were 
in effect on May 11, 1963.
The new Act forbids employers 
to discriminate in the payment of 
wages on the basis of sex. This 
calls for “a fair day’s pay for the 
fairer sex”; actually, the law also 
prohibits paying women more 
than men for comparable work. 
The law does not affect wage 
systems based on seniority, merit, 
or productivity. It does extend to 
any employees covered by the 
basic Fair Labor Standards Act 
and follows that Act’s specific ex­
ceptions.
Violations call for back pay 
awards, liquidated damages, and 
stiff penalties.
The Equal Pay Act establishes 
certain record-keeping require­
ments but does not prescribe par­
ticular forms for records. Practi­
tioners may want to advise their
clients on what records will be 
appropriate for their particular 
information systems.
Practitioners and their clients 
can find a concise explanation of 
the Act’s provisions in the book­
let, “Information on the Equal 
Pay Act of 1963,” available from 
the U.S. Department of Labor.
More firms make use of 
professional testing
Accounting and business firms 
are making greater use of the In­
stitute’s professional testing pro­
gram — tests which enable them 
to check the qualifications of ap­
plicants for accounting positions. 
They used the record number of 
12,626 professional testing exams 
in 1962-63, an increase of 37 per 
cent over last year.
The examiner certification pro­
gram, which enables firms and 
businesses themselves to give and 
score tests on the spot, helped 
account for the increased use of 
professional testing. Sixty-three 
firms of all sizes received exam­
iner certifications last year, bring­
ing the total holding them to 502.
Firms interested either in the 
basic professional program or in 
examiner certification can get full 
information from: Project Office, 
AICPA Committee on Personnel 
Testing, 21 Audubon Avenue, 
New York, N. Y. 10032.
R e p o rt A v a ila b le  on 
Bank H o ld in g  C o m pan ies
The c o m m ittee  on aud iting  
pro cedure  is continuing its 
study o f reports  on bank hold­
ing com panies. M e m b ers  who 
are  in terested  m ay request a 
copy o f a curren t m em oran­
dum  on this subject from  
R o b ert N . S em pier, M a n ag e r, 
A u d itin g  Procedure, A IC P A ,  
6 66  F ifth  A venue , N e w  York, 
N . Y . 10019.
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Cleopatra and the CPA
I noticed in The CPA ( Dec.63, 
p.4) a reference to the new re­
cruiting film being planned by the 
Institute. I was amazed to read 
that “it should be completed in 
about two years.” Another refer­
ence in the same article indicates 
that the previous film “CPA” was 
two years in production.
I am not familiar with motion 
picture production, but this seems 
like an unusually long period to 
produce a short subject, when 
epics such as “Cleopatra” do not 
take any longer. If you can ob­
tain any clarifying information for 
me, I would be indebted to you.
B ern a r d  H. L e v y  
New Orleans, La.
Members may be interested in 
this summary of the Institute's 
reply.
There are many reasons why a 
film on CPAs takes longer than 
one on Cleopatra.
Basically, the Institute doesn’t 
have any of a studio’s investment 
in property, equipment, or per­
sonnel; hence, we can be slow 
and thoughtful in a manner that 
we think improves the product 
and also saves money.
The creation of a new post of 
“managing director” of the In­
stitute was approved by the exec­
utive committee at its last meet­
ing.
John Lawler, who has served 
as deputy executive director of 
the Institute since 1962, has been 
named to fill the new position 
by Executive Director John L. 
Carey.
Mr. Carey will retain over-all 
responsibility for the staff opera­
tions, but will delegate primary 
responsibility for the day-to-day 
activities of the staff to the man-
After the one staff man work­
ing (part-time) on this project 
develops a firm treatment, his 
work will be reviewed — thought­
fully, rather than speedily, be­
cause thought at this stage im­
proves the product with no ap­
preciable difference in cost. We 
have no Liz Taylor — or even any 
bit players — waiting around on 
the lot running up salary charges. 
In choosing a professional film 
producer, and in working with 
him to turn the treatment into a 
script, we can be more concerned 
with excellence than speed — and 
still not incur any large expenses 
related to time.
When we are ready to “shoot,” 
probably sometime next year, we 
will go very fast indeed and will 
make the commercial producers 
look like pikers. (W e don’t have 
to wait while the stars exhibit 
their temperament.) We “shot” 
“CPA” in two weeks. At this 
point we incur almost all of our 
production costs, and it there­
fore behooves us to be as expe­
ditious as we can. At this point 
we would go much slower if we 
had “Cleopatra’s” $41 million — 
that is, we would shoot scenes 
again and again until we got ex­
actly what we wanted and other­
wise damn the expenses. But with 
some $50,000 we do as competent 
a job as we can within the limi­
tations of time imposed by the
aging director. This realignment 
of duties is designed to permit 
Mr. Carey to devote more time 
to long-range planning, to work 
with senior committees on major 
policy issues, and to communi­
cations with key people both with­
in and outside of the profession.
Mr. Lawler has been a member 
of the staff since 1949. Before 
becoming deputy executive direc­
tor, he served as assistant direc­
tor of public relations, director 
of state society relations, editor 
of The Journal, and director of 
professional relations.
amount allocated for the film.
Actually, the Institute’s experi­
ence is not unlike that of other 
associations that sponsor films. 
Two years in making such films 
is typical.
Do Institute people do enough?
I found “What Do All Those 
People Do?” (The CPA, Nov.63, 
p.8) very interesting but not very 
informative. As one member of the 
Institute who does not think that 
“membership in the Institute is a 
bargain” or that you have re­
pealed Parkinson’s Law, I am 
writing as you suggested and giv­
ing you a chance to prove it.
C h a r l e s  G. W a l k e r  
Baton Rouge, La.
[ E d. N o t e : We proved it — we 
hope. For proof of our good in­
tentions, see Mr. Careys column 
on page 6. For another member’s 
response, see below.]
To me it seems impossible for 
only 182 people to do all the 
things that are done by the In­
stitute and to do them so well. 
We are so used to near perfec­
tion in all the releases and in the 
services rendered by the Institute 
staff that I’m afraid we tend to 
take them for granted. In reach­
ing these conclusions I am not 
unaware of the wonderful work 
performed by the 53 committees.
As one grows older in the pro­
fession and reaches the point 
where he has neither the time nor 
the energy to attend all the many 
instructive national, regional and 
local meetings, the excellence of 
the Institute’s broad coverage 
makes it possible for him to still 
keep abreast of most of the mat­
ters affecting the profession.
As Shakespeare said, “I can no 
other answer make but thanks, 
And thanks, and ever thanks” — 
to the officers, directors, commit­
teemen and staff who accomplish 
so much for all of us.
O. M. C o rd le 
Golden, Colo.
AICPA creates post of managing director
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A forward look at professional ethics: 
committee considers emerging problems
What should the practitioner do about: management services? 
the independence rule? APB pronouncements?
O p in io n  N o . 14 "A p p lic a tio n  
o f C o d e  o f Professional Ethics 
to  M a n a g e m e n t A dvisory  
Services"
Inquiries have been received  
as to  th e  a p p lic a b ility  o f th e  
C o d e  o f Professional Ethics 
to  m an ag em en t advisory serv­
ices. I t  is th e  opinion o f th e  
c o m m itte e  th a t all th e  p rovi­
sions o f th e  C o d e  o f Profes­
sional Ethics a p p ly  to  m an­
a g em e n t advisory services, 
e xc ep t those rules solely a p ­
p licab le  to  the  expression o f 
an opinion on financial s ta te ­
ments.
A wide-ranging meeting of the 
committee on professional ethics 
and six of its subcommittees has 
produced action on many profes­
sional problems.
The two-day December meet­
ing grappled with ethical ques­
tions involved in management 
services, independence, competi­
tive bidding, directory listings, 
and APB pronouncements. It also 
approved four proposed amend­
ments to the Code of Profession­
al Ethics, considered procedural 
changes and took action in seven 
disciplinary cases.
The ethics committee approved 
for publication Opinion No. 14, 
on the applicability of the Code 
of Professional Ethics to manage­
ment advisory services (see this 
page). The committee also ap­
proved for future publication an 
amendment to Opinion No. 11 re­
garding directory listings.
The committee plans to pub­
lish a formal opinion interpreting 
the rule prohibiting competitive 
bidding. As a first step, it will 
distribute a questionnaire de­
signed to elicit committee mem­
bers' views on the basic principles 
to be incorporated in the opinion.
On the subject of independence, 
the committee considered (1) the
propriety of issuing a disclaimer 
when the auditor is considered 
lacking in independence, (2) the 
propriety of a member’s owning 
stock, solely as an incident to 
membership, in a nonprofit social 
club which he audits, and (3) 
the independence of an account­
ing firm when one of its retired 
partners has a financial interest 
in, or is an officer or director of, 
a client company.
The meeting also discussed the 
ethical implications of pronounce­
ments of the Accounting Princi­
ples Board and problems of co­
ordination between the Institute 
and the state societies in the area 
of professional ethics.
The committee approved for 
submission to the executive com­
mittee four proposed amendments 
to the Code of Professional Ethics 
that would (1 ) define the extent 
to which an auditor may rely on 
the work of other accountants,
(2 ) require the expression of an 
adverse opinion where appropri­
ate, (3 ) define ‘laity,” and (4) 
clarify the provisions covering the 
use of firm names (see The CPA, 
Dec.63, p.5).
A policy was adopted that pro­
posed changes in the Code of 
Professional Ethics, when pre­
sented to the Council or to the 
annual meeting, will be accom­
panied by a statement of dissent 
if a member of the committee so 
requests.
The committee also decided to 
expose to the state societies the 
draft of a proposed new rule stat­
ing, in effect, that a member’s 
failure to respond within thirty 
days to a communication from 
the committee on professional eth­
ics would constitute grounds for 
disciplinary action.
Prima-facie cases of violations 
of the Institute’s By-Laws or Code 
of Professional Ethics were estab­
lished against seven Institute 
members. These will be referred 
to the executive committee with 
the recommendation that the 
members involved be summoned 
to appear before the Trial Board 
or a subboard thereof.
ADP Course Schedule
The Professional D evelopm ent 
A D P  course, o ffering  th e  
C P A  a working know ledge o f 
th e  fie ld  o f a u to m a tic  d a ta  
processing, will be presented  
this spring and summer in 
C h icag o , Pittsburgh, W a s h ­
ington , D .C ., Denver, D e tro it, 
and Houston.
Guidance on reports for insurance companies
Practitioners involved in audits 
of insurance companies will find 
much helpful information in the 
“Accounting and Auditing Prob­
lems” column of the January 1964 
Journal of Accountancy.
Although discussions are con­
tinuing between representatives of 
the Institute and the insurance
industry to reach solutions on the 
unusual problems involved, an in­
terim solution for the preparation 
of 1963 audit reports is presented. 
The column contains an illustra­
tive audit report which would 
appear to be suitable for reports 
on either life or casualty insur­
ance companies.
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Q. A member asks if his name 
or the name of his firm may be 
mentioned in the new recruiting 
ad recommended by the Institute 
(see Dec.63 CPA, p.5).
A. No. The transmittal letter, 
which is sent to each member 
requesting a copy of the ad, reads 
in part as follows: “In recom­
mending this model advertise­
ment to editors of school publi­
cations, members should make it 
clear that the profession's ethical 
restrictions prohibit the mention 
of CPAs’ names or the names of 
their firms in connection with any 
publication of the ad.”
Q. A member asks if his firm 
may serve as independent audi­
tors of a savings and loan associ­
ation in which a partner of his 
firm is a depositor.
A. Deposits of a firm or of a 
partner or employee of a firm in 
a savings and loan association do 
not constitute a direct financial 
interest in the association. As an 
indirect financial interest, how­
ever, such deposits must not be 
material in relation to the total 
assets of the association or to the 
net worth of the partner or his 
firm. The committee recommend­
ed that the firm refrain from ex­
ercising any voting rights which 
may be granted to depositors.
Q. A member asks what respon­
sibility he has for the information 
included in advertising material
used to promote an adult educa­
tion tax course which he has been 
asked to conduct.
A. He has the same responsi­
bility that the author of an article 
has for the publisher’s promotion­
al efforts (see Opinion No. 4 of 
the ethics committee). It is of 
value to prospective students to 
know the instructor’s background
— degrees he holds, professional 
society affiliations, and the name 
of his firm. However, the member 
has the responsibility to ascertain 
that all promotional efforts keep 
within the bounds of professional 
dignity and do not make claims 
concerning the instructor that are 
not factual or that may violate 
good taste.
The subcommittee on inquiries cannot render formal opinions for 
the entire committee on professional ethics. However, the above 
summaries of the questions and of the subcommittee’s answers 
may serve as useful guides to members who face similar problems.
CPA
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C ertified  Public Accountants, Inc.
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Federal practice bill 
reaches crucial point
New magazine 
is a publishing 
phenom enon
News in the field  
o f  Federal audits . . .
. . . f o r  HHFA
. . . and fo r REA
The House Judiciary Committee has been deciding the fate of legislation 
that the Institute opposes as undesirable for both the taxpaying public and the 
profession. The Institute has offered testimony developing the full implica­
tions of this bill. See page 2 for the background.
Subscriptions for Management Services totaled 13,118 as of January 10, 1964, 
with about two-thirds of the total coming from Institute members; advance 
estimates had anticipated only 6,000 to 7,000 subscriptions at this point.
When the first issue of the bimonthly publication appears on March 15, 1964, 
it will present a fresh face to subscribers. While a number of commercial mag­
azines cover portions of the field, none of them presently spans the full range 
of advisory services performed by CPAs. Management Services will use 
illustrations and color liberally to make the magazine visually stimulating and 
its concepts quickly understandable. Among the subjects covered in the first 
issue: mathematical models in decision making, the psychology of consulting, 
and dynamic breakeven charts.
Two developments emphasize the Government’s growing activity in using 
independent auditors. As analyzed in The Journal (Feb.64, p.12), this trend 
presents both opportunities and challenges for practitioners.
The House Public Works Committee has suggested what would probably 
add half a billion dollars to the Housing and Home Finance Agency’s accel­
erated public works program requiring “cost certifications.” The increase 
would entail at least a thousand more engagements for local auditors in “de­
pressed areas.” The Institute has contacted the regional officials responsible 
for implementing the HHFA program and has given them materials about 
CPAs, such as the firm directory of AICPA members and the Code of Profes­
sional Ethics.
The Rural Electrification Administration has issued its revised bulletin on 
audits of REA borrowers’ accounting records. The bulletin provides for uni­
form treatment of electric and telephone borrowers’ audits and introduces 
a number of substantial changes in audit procedures. These changes will be 
analyzed in the Accounting and Auditing Problems column in the March 
Journal.
The CPA, February 1964. Published monthly, except July-August when bimonthly, fo r membership of the AICPA, Inc. Vol. 44, 
No. 2. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
Institute opposes legislation to weaken 
Treasury’s regulatory powers. Here’s why.
As this issue goes to press, the 
Institute is preparing for an im­
portant Congressional appearance.
The Institute was invited to 
testify on the “automatic admis­
sion of attorneys” bill, S 1466. It 
was scheduled to appear on Janu­
ary 30 before Subcommittee No. 
3 of the House Judiciary Commit­
tee — the latest stop in the bill’s 
express-train passage through 
Congress.
This story gives members the 
essence of what will go into that 
testimony.
The Institute opposes the bill 
because it believes (1) that S 
1466 is not appropriate as it re­
lates to the Treasury Department 
and (2) that it contains features 
of great concern to CPAs.
This legislation, introduced on 
recommendation of the American 
Bar Association, would permit 
automatic admission of attorneys 
to practice before all Federal ad­
ministrative agencies, including 
the Treasury Department. The 
bill, S 1466 (HR 6160 is similar 
in the House), is analyzed in the 
box on this page.
Despite vigorous objection by 
the Treasury, the Institute, and 
other interested parties, S 1466 
was reported favorably by the 
Senate Judiciary Committee on 
December 5, 1963 and promptly 
passed by a voice vote of the 
Senate on the following day.
The Institute is concerned be­
cause many members regularly 
engage in practice before Fed­
eral administrative agencies, par­
ticularly before the Internal Rev­
enue Service of the Treasury 
Department. Since the Treasury 
Department is one of the few 
agencies of the Federal Govern­
ment which has an established 
enrollment procedure, S 1466 is 
directly aimed at Treasury prac­
tice.
The bill’s supporters contend
that it is a hardship for an attor­
ney to be required to meet the 
qualifying conditions of each 
Federal administrative agency be­
fore which he practices — that, 
in fact, the requirements are un­
necessary because the attorney, 
once admitted to the Bar of the 
highest court of his state, has 
demonstrated sufficient good char­
acter and competence to qualify 
him to practice before any Fed­
eral administrative agency. It 
should be recognized that the 
Treasury Department, the princi­
pal target of the legislation, al­
ready accepts membership in the 
Bar as a demonstration of suffi­
cient competence; however, it 
does make its own investigation 
of an applicant’s character and 
reputation. The Treasury investi­
gation includes a review of per­
sonal tax returns for years not 
closed by the Statute of Limita­
tions, and inquiry with local In­
ternal Revenue Service officials 
about the applicant. Attorneys
will avoid this examination of 
character and reputation and the 
relatively nominal filing fee if 
the bill is enacted.
The Institute believes that Sec­
tion 1(a) of the bill, dealing 
with the automatic admission of 
lawyers is not appropriate in 
connection with practice before 
the Treasury Department. The 
need for supervision, through 
the enrollment authority, of those 
admitted to practice before the 
Treasury Department was recog­
nized by the House Ways and 
Means Committee in 1953 when 
it noted that “the importance 
of the Secretary’s using the [en­
rollment] authority to insure the 
high caliber of the Treasury bar 
is self-evident.” The Institute sub­
scribes to the views of the Ways 
and Means Committee and be­
lieves that the Treasury Depart­
ment should be excluded from 
the proposed legislation.
The business of the Treasury 
Department has a significant im­
pact on the total economic life of 
the average taxpayer and most of 
this business is handled through 
informal conferences ( rather than
W h a t th e  Fine P rin t Says in S 1466
The bill p rin t o f S 1466 contains  
only 4 6  lines; how ever, its b rev­
ity  does no t suggest its possible 
consequences. The bill contains  
these m ajor provisions:
S ectio n  1 ( a )  provides th a t  
"an y  person who is a m em b er in 
good standing o f th e  Bar o f the  
highest court o f any s tate , pos­
session, te rrito ry , com m onw ealth  
or th e  D is tric t o f C o lu m b ia  . . ." 
m ay p ra ctice  b e fo re  any  Fed­
eral adm in is tra tive  agency w ith ­
o u t fu rth e r qualifications.
S ectio n  1 ( b )  provides th a t  
"w hen such a person acting  in a 
representa tive  c ap a c ity  appears  
in person or signs a p a p e r in 
practice  b e fo re  an agency, his 
personal a p p earan ce  or s ignature  
shall constitute a representation  
to  th e  agency  . . th a t he has
qualified  under th e  A c t . This 
would e lim inate  th e  pow er o f 
a tto rn e y  pro cedure  fo r lawyers.
S ectio n  1 ( c )  states th a t the  
A c t  should not be  construed  
e ith e r ( 1) " to  g ra n t or to  deny  
to  any person who is not a law ­
y e r th e  rig h t to  a p p e a r fo r  or 
represent others b e fo re  any  
agency  or in any agency  pro ­
c ee d in g ,"  or (2) " to  authorize  or 
lim it th e  discipline, including dis­
barm en t, o f persons who a p p e a r  
in a representa tive  c a p a c ity  b e ­
fo re  any ag en cy."
S ectio n  2 provides th a t when 
an a tto rn e y  has qua lified , "an y  
notice or o th er w ritten  com ­
m unication" shall be given to  
and by  such a tto rn ey .
S ectio n  3 defines agency.
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litigation) between IRS person­
nel and taxpayers and their rep­
resentatives. Because this proce­
dure is unlike the procedure in 
court cases or in cases before 
other Government agencies, the 
Institute believes the Treasury’s 
enrollment procedure should not 
be modified.
In connection with the other 
provisions of the bill, the Insti­
tute believes that:
1. The provision requiring that 
all communications be given to 
and by an attorney once he has 
qualified under the Act would de­
prive the taxpayer of the right to 
select the adviser who, in his 
view, would best represent him.
2. The power of each agency 
to admit nonlawyers must be ex­
pressly reaffirmed in order to pre­
vent the unintentional elimination 
of this power.
3. The preservation of the ex­
isting right of an agency to disci­
pline and disbar lawyers as well 
as others should be stated af­
firmatively so that the elimination 
of the power of admission does 
not also eliminate the power to 
discipline and disbar.
4. The elimination of the Treas­
ury Department’s power of at­
torney procedure for lawyers is 
not in the public interest since 
it could lead to unauthorized dis­
closure of confidential informa­
tion concerning a taxpayer’s af­
fairs.
The Institute feels that these 
are the most urgent points about 
the automatic admission bill. But
S 1466 contains other disturbing 
possibilities as discussed below.
Service of notice. Section 2 of 
the bill provides that, even where 
both an attorney and a CPA are 
representing a taxpayer in a mat­
ter before the Internal Revenue 
Service, it is the lawyer who 
may give communications to or 
receive them from the Service. 
This provision could be an ob­
stacle to continued co-operation 
between the legal and account­
ing professions because it would
appear to require that complete 
control of matters before the 
Treasury Department be given 
to the attorney even though both 
the attorney and the CPA are 
working on the matter. It would 
appear that the question of serv­
ice of notice should be left to 
each agency.
Practice of nonlawyers be­
fore agencies. While Section 1
(c ) of the bill contains language 
noting that it is not intended to 
restrict the right of nonlawyers 
to practice before the Govern­
ment agencies, a more positive 
statement is needed to avoid the 
possibility that the power of agen­
cies to admit nonlawyers to prac­
tice is not unintentionally re­
pealed or modified by the bill. 
Clarity in this area is particularly 
important because, in the recent 
Sperry case, the Supreme Court 
of the United States held that 
the right of nonlawyers to serve 
clients, notwithstanding local con­
tentions of unauthorized practice, 
derives from the statutory author­
ity granted agencies to admit non­
lawyers to practice (JofA, July 
63, p.11).
Authority to discipline and 
disbar. While Section 1(c) pro­
vides that nothing in the bill 
either authorizes or limits "the 
discipline, including disbarment, 
of persons who appear in a rep­
resentative capacity before any 
agency,” a serious question arises 
concerning the basis on which an
agency may discipline or disbar 
a lawyer. It would appear that 
unless the bill is clarified, the 
fact that it precludes an agency, 
for example, the Treasury De­
partment, from imposing admis­
sion standards for lawyers may 
also unintentionally preclude an 
agency from disciplining and dis­
barring them.
Power of attorney. To en­
able an enrolled CPA or attorney 
to represent a client before the 
Treasury Department and to ob­
tain information from the Treas­
ury Department regarding the 
client’s affairs, current practice 
requires that a power of attorney 
signed by the client must be filed 
with the Treasury Department. 
This procedure permits the tax­
payer to specify and limit the 
subject matter which may be dis­
cussed by the client’s representa­
tive with the Treasury Depart­
ment and it protects Treasury 
Department employees against 
unauthorized disclosure of con­
fidential information concerning 
the taxpayer’s affairs. In addition, 
the elimination of the power of 
attorney requirement would cre­
ate confusion as to which repre­
sentative of a taxpayer (where 
there is more than one) has re­
sponsibility for and authority with 
respect to a specific tax matter. 
It would appear to be in the best 
interests of the taxpayer, his rep­
resentatives, and the Treasury 
Department to maintain the pow­
er of attorney requirement.
Taking stock of CPAs' growth: Big by any measure
The “fastest growing” profes­
sion is still growing — and fast!
Although completely accurate 
figures are not available, it is 
estimated that there are now more 
than 80,000 CPAs in the United 
States — an increase of about
15.000 in five years, and of about
25,000 in ten years, reflecting a 
steady growth in the number of 
CPA candidates.
Institute membership during 
the last four years has grown by 
13,661 to a total of 48,303, ac­
cording to a tabulation prepared 
by the staff as of December 31, 
1963. In addition, there are 189 
international associates. Over 55,­
000 CPAs belonged to state soci­
eties as of August 31, 1963, show­
ing a gain comparable to the In­
stitute’s for the four-year period.
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Independence in management services: 
How can you clarify it for laymen?
Any practitioner who has ever considered a management services 
engagement has satisfied his professional conscience on this question — 
“Could management advisory work in any way compromise my inde­
pendence as an auditor?”
Unfortunately, however, even financially sophisticated people who 
aren’t CPAs often find this point confusing. The following excerpted 
letter gives practitioners in management services (1) a reminder of 
how widespread this confusion can get and (2) a model which may 
suggest how they can handle similar questions on independence in 
management services work. Written by Herman C. Heiser, chairman 
of the committee on management services by CPAs, it was published 
in Financial Executive, January 1964.
The Financial Executives In­
stitute’s research study, “Effective 
Use of Business Consultants,” 
should be a useful publication for 
those who engage the services of 
management advisers. The study 
does, however, contain a passage 
relating to services by CPAs that 
may be misunderstood. That pas­
sage states, without discussion or 
reason, that “there might be a 
question of conflict of interest if 
the management services division 
of a certified public accounting 
firm accepts an engagement in a 
firm in which it is the company 
auditor. Most public accounting 
firms are aware of this possibility 
and try to avoid assignments that 
might interfere with their respon­
sibility as auditors.”
Similar observations have been 
made by others when commenting 
on the substantial development 
of management services practice 
within the accounting profession. 
Such comments arise from a fail­
ure to understand the essential 
nature of the independent audi­
tor’s function and his role as a 
business consultant.
This type of professional as­
sistance has been rendered for 
decades and provided the orig­
inal basis of practice of many 
public accounting firms upon their 
founding. The more recent em­
phasis on management services 
within the accounting profession 
simply recognizes a continuing 
obligation to meet the needs of 
the business community.
The question of management 
services, as well as other factors, 
is constantly under review. In 
fact, the committee on profes­
sional ethics of the American In­
stitute of CPAs recently exam­
ined this matter in all particulars 
and issued a formal opinion re­
affirming the propriety of man-
Mathias F. Correa and Perry 
Mason, men of long and distin­
guished service to the profession, 
have died recently.
The executive committee has 
passed a special resolution in 
memory of Mr. Correa, who, as 
a member of Cahill, Gordon, 
Reindel & Ohl, New York, act­
ed as special counsel to the In­
stitute for nearly twenty years. 
Expressing profound sorrow, the 
resolution notes that “Mr. Cor­
rea performed an invaluable serv­
ice to the country and the ac­
counting profession in defending 
the legitimate rights of certified 
public accountants to assist oth­
ers in discharging their tax ob­
ligations.”
Perry Mason, both a CPA and 
a Ph.D., contributed to the pro­
fession in a remarkable number 
of roles. An educator, he taught 
accounting for 17 years at the
agement services when provided 
on a professional level.
For those interested in a more 
complete discussion of this ques­
tion, see “Are Consulting and Au­
diting Compatible?” by Kenneth
S. Axelson in The Journal of 
Accountancy (Apr.63, p.54).
The growth in the use of busi­
ness consulting services by indus­
try evidences a need for such 
services and an awareness of the 
contribution that the truly pro­
fessional consultant can make. We 
in the accounting profession be­
lieve that we have demonstrated 
our competence in many areas of 
consulting and offer such services 
under the standards and disci­
plines of a fully developed pro­
fessional organization.
It would be a disservice to the 
business community if a mis­
understanding were allowed to 
develop that served to limit a 
valuable source of assistance.
University of California in Berke­
ley and was president of the 
American Accounting Association 
in 1950. A longtime Institute 
member, he served on the Edi­
torial Advisory Board, the com­
mittee on auditing procedure, and 
as chairman of the committee 
on terminology. An Institute staff 
member, he was associate direc­
tor of research from 1954, helped 
establish the Accounting Research 
Division, and became associate di­
rector in 1959. An author, he 
wrote many books and numerous 
articles for The Journal and other 
accounting publications.
Dr. Mason was honored for his 
“distinguished service in the field 
of accounting” by the presenta­
tion of the Alpha Kappa Psi Ac­
counting Award for 1960. At its 
fall meeting Council passed a 
special resolution noting Dr. Ma­
son’s retirement, citing his many 
achievements, and expressing its 
“deep gratitude” to him.
Mathias F. Correa and Perry Mason
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What have you been doing for the last 15 
years? Common Body Study wants to know
How does your practice today 
compare with what it was like 
fifteen years ago or so?
Many firms are being asked to 
take this double look at them­
selves and then report what they 
see to the Study of the Common 
Body of Knowledge for CPAs. A 
representative sample of firms 
with members in the Institute has 
been asked to respond to a Com­
mon Body questionnaire seeking 
this information. However, all 
members will be interested in the 
content of the questionnaire for
(1) what it suggests about the 
directions in which the study is 
moving and (2) the stimulus it 
provides for taking a fresh look 
at their own practices, past and 
present — and for thinking about 
the future. Firms which do not 
receive a questionnaire can re­
quest one from the Institute.
The questionnaire breaks new 
ground in the information it is 
seeking — the study’s research 
staff has already combed through 
material developed by other sur­
veys.
The section on "Services Ren­
dered to Clients” may suggest 
fresh opportunities or methods to 
a firm considering the question­
naire. The part on management 
services indicates how wide a 
range of engagements a firm per­
forms. It asks about some 54 dif­
ferent types of service a firm 
might do, running all the way 
from "Accounting machine stud­
ies” to "Work simplification,” with 
such diverse activities as "Busi­
ness acquisitions,” "Labor griev­
ances,” and “PERT” in between.
Under “Special Reports” the 
questionnaire inquires about some 
9 engagements such as SEC 
registrations, labor-organization 
financial reports, and reports to 
credit bureaus. In “Tax Problems” 
it covers 27 general categories 
and 10 special industries.
Under “Auditing” it asks such
thought-provoking questions as:
"What has been the direction of 
change with respect to the per­
centage of the total time devoted 
to review of the client’s system, 
evaluation of the effectiveness of 
internal control, etc.?”
“Do you utilize punch card 
and/or electronic data processing 
equipment in performing certain 
audit steps, e.g., verifying foot­
ings, extensions and other com­
putations; selecting transactions 
or items to be vouched or con­
firmed?”
The section on “Professional 
Staff” probes for the shifts taking 
place in educational preparation 
for the profession, in the use of 
outside consultants, and in the 
composition of staffs — how many
The shape of auditing opinions 
to come is suggested by the new 
items on the agenda adopted re­
cently by the committee on au­
diting procedure.
These items may not reach frui­
tion as formal Statements on Au­
diting Procedure for two or three 
years — or ever. But the addi­
tions, listed below, to the agenda 
offer CPAs an advance look at 
the auditing problems which will 
receive the committee’s serious 
study, discussion, and draftsman­
ship:
1. Study of what constitutes 
sufficient competent evidential 
matter as it pertains to long-term 
investments.
2. An over-all study of the four 
standards of reporting with a 
view to determining whether or 
not they are in need of revision.
3. A study of whether it may 
be possible in the current year 
to omit some significant audit
partners, managers, juniors, etc.?
The section on “Staff Train­
ing” asks what educational ap­
proach firms use to continue the 
professional development of their 
personnel. The question on sub­
ject matter offers firms a handy 
check list of the areas in which 
they may want further staff train­
ing: accounting principles, basic 
systems, report writing, profes­
sional ethics, etc.
The Common Body study direc­
tor, Dean Robert H. Roy, be­
lieves that the answers to this 
questionnaire will provide a valu­
able resource for the profession. 
He urges the firms selected in 
the sample, who may remain 
anonymous if they wish, to re­
spond as completely as they can. 
In the meantime, all firms may 
benefit from considering these 
questions and from anticipating 
how their practice will compare 
with the profile of the profession 
which this study produces.
steps when the reporting on a cli­
ent is on a continuous basis.
4. The audit procedures that 
can be taken in determining if a 
conflict of interest exists on man­
agement’s part and what steps 
should be taken when such a 
conflict of interest is discovered.
5. The alternative auditing pro­
cedures which may be employed 
in the event of nonconfirmation 
of receivables.
6. Providing members with in­
formation on the problems in­
volved in preparing “comfort let­
ters” to underwriters.
7. Study and preparation of an 
outline on the general review 
procedures an auditor should 
take with his client where his 
name is to be associated with a 
report that is to be published 
subsequent to the issuance of his 
original report.
R o b e r t  N. S e m p ie r  
Manager, Auditing Procedure 
Technical Services Division
Committee surveys auditing's frontiers
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How Much Money Do You Make?
P r o fe s s io n a l  m e n  a re  p ro p e rly  e x p e c te d  to  p la ce  se rv ice  a h e a d  of
financial gain, but this doesn’t mean that the economic side of a 
professional practice can be ignored. If it is, the quality of the service 
is likely to suffer. If the practice of accounting could not yield enough 
income to maintain a standard of living comparable to that of the 
community as a whole, the profession could not continue to attract 
young people of sufficient ability to give the service the community 
needs.
Fortunately, it has been amply demonstrated that CPAs in practice 
can earn as much money as most of their clients can, and at least as 
much as other professional practitioners earn. But there seem to be 
a large number of CPAs who haven’t found this out as yet.
The second annual survey of revenue and expenses of accounting 
firms (the Institute’s Management of an Accounting Practice Bulletin 
No. 14b) shows remarkably wide variations in gross and net incomes 
and hourly rates among CPA firms of the same size in the same geo­
graphical area. For example, in the New England region the net in­
come of small firms with three partners ranged from a low of $25,000 
to a high of $126,000, before partners’ salaries and drawings. The 
median was $48,000. This means that there were just as many above 
$48,000 as below it.
Some individual practitioners are earning less than larger firms are 
paying as starting salaries to beginning juniors who hold M.B.A. 
degrees. Other individual practitioners earn as much as partners of 
larger firms.
Hourly billing rates for juniors range from under $5 to $15, while 
in some firms the hourly rate for partners is from $5 to $7.50.
The extremes are so wide among firms of the same size that they 
are difficult to explain except by assuming that many CPAs are 
undervaluing their own services. This is bad for them, bad for the 
profession as a whole, and bad for the clients as well. Inadequate 
hourly rates usually produce an overworked, harassed practitioner who 
has no time for self-improvement or good client relations. His low 
standard of living adversely affects the public relations of the pro­
fession as a whole and its efforts to attract superior young people to 
its ranks. But, worst of all, his clients are not getting the service they 
deserve, since he hasn’t the time or energy to keep himself up-to-date 
or give constructive thought to his clients’ problems.
Scores of CPAs who have taken the Institute’s Professional Develop­
ment courses on Accountants’ Fees, Building a Practice, How to 
Manage, and Client and Public Relations have reported that they 
have raised fees with little or no client resistance and, as a result, are 
giving clients more effective service for their money.
Preoccupation with money is not an admirable characteristic, espe­
cially in a profession. In fact, it can be self-defeating. But at the same 
time it must be recognized that a flow of dollars is the bloodstream of 
any economic activity. In an accounting practice, as elsewhere, too 
few red corpuscles can result in anemia.
Enthusiastic response — from a 
selected sampling of Institute 
members — shows that the retire­
ment program is well under way.
Subscribers have already de­
posited in excess of $400,000 for 
retirement income plans for them­
selves and their employees. The 
Internal Revenue Service indi­
cates that these contributions 
made for the fiscal year 1963 by 
employers subscribing to the In­
stitute Plans will be deductible 
so long as these Retirement Plans 
are ultimately approved. Master 
approval of the program by IRS 
is expected momentarily.
Minor changes requested by 
IRS leave intact the broad con­
cepts of the program developed 
by the retirement committee. 
These concepts embrace:
A balanced investment pro­
gram of guaranteed deposits with 
the life insurance company, and 
investment in marketable securi­
ties by the Trustee (the latter to 
be available for contributions for 
partners or proprietors only when 
securities law questions have been 
resolved).
Coverage for all full-time em­
ployees and partners or pro­
prietors who have three or more 
years of service — partners and 
proprietors may exclude them­
selves but all three-year em­
ployees must be included.
Choice of a contribution level
for each employer plan, ranging 
from 3 per cent to 10 per cent of 
the participants’ earnings from 
personal service (defined as earn­
ings reportable for income tax 
purposes).
Later this year each member 
of the Institute will receive an 
invitation to participate, if eligi­
ble, in the retirement program, 
and thus enjoy the advantages in
1964 of the tax deductions and 
important exemptions permitted 
by the Keogh law.
Pension plan looking good 
to members—and to IRS
Subboards act on cases involving 
inadequate disclosure, moral turpitude
A member convicted of filing 
fraudulent tax returns has been 
expelled from the Institute by a 
subboard of the Trial Board.
Two other cases involving vio­
lation of reporting standards led 
to a six-month suspension of one 
member and an admonition to 
another.
In a case first heard on April 
24, 1963, one member was found 
by the subboard to have been 
convicted of a crime involving 
moral turpitude, in that he had 
been convicted by a Federal court 
of the offenses of willfully and 
knowingly attempting to evade 
and defeat a large part of the 
income tax due and owing by him 
and his wife to the United States 
for two calendar years by filing 
false and fraudulent joint income 
tax returns. The subboard also 
found that the State Board which 
had issued his CPA certificate 
had suspended it for a period of 
two years. The member offered 
to resign from the Institute. How­
ever, the subboard decided not to 
accept his resignation and decid­
ed that he be expelled from mem­
bership in the Institute.
Subsequently, the member re­
quested a review by the Trial 
Board of this decision of the sub­
board. His request for a review 
was considered and denied on 
September 27, 1963, by an ad 
hoc committee of the Trial Board 
appointed pursuant to the By- 
Laws. Accordingly, his expulsion 
became effective Sept. 27, 1963.
In the following two cases, the 
members did not request review 
of the subcommittee’s decision 
which accordingly became effec­
tive upon the expiration of thirty 
days after Sept. 27, 1963.
In the first case heard on Sep­
tember 27, 1963, the subboard 
found the member involved guilty 
of issuing an unqualified report 
on the financial statements of a 
company. He failed to disclose 
the fact that the statements pre­
sented fixed assets at a figure 
which involved a material appre­
ciation, which fact was known to 
him and was not disclosed in the 
said financial statements, but dis­
closure of which was necessary to 
make the statements not mislead­
ing. It appeared that the revalua­
tion was brought about by a 
series of transactions with the 
corporation’s sole stockholder and 
with another corporation, newly 
organized at the time of such 
transactions, which had the same 
sole stockholder.
The subboard found the mem­
ber guilty of violating Rule 5 (a ) 
and 5 (e ) of the Institute’s Rules 
of Professional Conduct, present­
ly entitled Article 2.02(a) and 
2.02(e) of the Code of Profes­
sional Ethics, and decided that 
he be suspended from Institute 
membership for six months.
In the second case heard on
“What’s our firm’s biggest prob­
lem? Good people — getting, train­
ing, and developing them.”
This typifies what local prac­
titioners have been saying at pro­
fessional development workshops 
and clinics. Impressed by the fre­
quency and seriousness of this 
complaint, the Institute’s PD staff 
is preparing a new course: “How 
to Increase Staff Efficiency.”
The course, slated for presen­
tation this spring, will follow the 
steps in effective development 
from recruitment to partnership. 
It will provide practical pointers 
in the successive phases of a good 
man’s development: (1 ) recruit­
ing the promising college pros­
pect; (2 ) hiring him; (3) giving 
him initial training; (4) teaching 
him to become an effective super­
visor; (5) providing continuing 
assistance in his development;
September 27, the subboard con­
sidered charges arising from the 
member’s issuing an unqualified 
opinion on a balance sheet of an 
individual client which presented 
investments at values materially 
in excess of their original cost to 
such client. The member stated 
that the reporting without quali­
fication or disclosure had resulted 
from a combination of his own 
uncertainty as to the proper pres­
entation and haste resulting from 
pressure by the client to com­
plete and submit the statements 
and report. The subboard found 
the member guilty of violating 
Rule 5 (a ) , 5 (d ) and 5 (e ) of the 
Institute’s Rules of Professional 
Conduct, presently entitled Arti­
cle 2 .02(a), 2.02(d) and 2.02(e) 
of the Code of Professional Eth­
ics. It decided that the member 
be admonished and that the letter 
of admonition recommend that 
the member devote himself dili­
gently to improving his under­
standing of auditing and report­
ing standards.
(6) periodically appraising his 
performance; (7) grooming him 
for partnership responsibilities.
The new course will follow the 
format of the “How to Manage” 
workshop and the “Improving Cli­
ent Relations” clinic — short lec­
tures, demonstrations, skill prac­
tice sessions. Hugh Gyllenhaal, 
who worked with the PD staff in 
developing those programs, has 
been helping prepare the new 
course. Mr. Gyllenhaal, a special­
ist in organization development 
and management training, has 
also formulated training programs 
for such corporations as Xerox, 
AT&T, and Union Carbide.
The next issue of The CPA 
will contain an insert with an 
attached registration form, listing 
most of the clinics, conferences, 
and workshops scheduled for the 
spring and summer of 1964.
New course offers answers on developing 
personnel from prospects to partners
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Trial Board chairman explains why member was admonished
The Institute has received a 
number of letters from members 
indicating uncertainty as to the 
basis for a decision of a sub­
board of the Trial Board, as re­
ported in the July-August 1963 
issue of The CPA. The report 
stated that a “member was found 
guilty of acts discreditable to the 
profession, in that he caused to 
be prepared balance sheets of a 
client as of three different dates, 
all of which bore notations 
that they were prepared from 
books of accounts, although he 
knew that there were material 
assets presented in such balance 
sheets which did not appear in 
the client’s books of accounts.” 
The subboard decided that the 
member should be admonished.
From the comments received, 
it appears that members have in­
terpreted the report to mean that 
the member was admonished be­
cause he included in the balance 
sheets assets which did not ap­
pear in the client’s books of ac­
counts. While the report was lit­
erally correct, it may have been 
subject to misinterpretation.
The statements included mate­
rial assets which had been esti­
mated in round amounts by man­
agement and conveyed verbally 
to the accountant but had not 
been entered on the books. The 
amount added to the opening 
book net worth in one year was 
less than that added to the clos­
ing net worth of the preceding 
year, and increased interim ad­
ditions caused the statement in­
come to exceed the book income. 
In short, without adequate ex­
planation or disclosure, the mem­
ber had permitted his name to be 
associated with statements which 
he should have known were mis­
leading.
The subboard did not rule on 
the practice, which appears to be 
quite common, of preparing finan­
cial statements that give effect to
properly supportable adjustments 
which may not appear on the 
client’s accounting records. The 
subboard did decide, however, 
that, under the particular circum­
stances, the member had commit­
ted an act discreditable to the 
profession when he noted on the 
financial statements that they 
were prepared from the books 
of accounts when in fact they 
were not.
Louis H. P e n n e y , Chairman 
Trial Board
Dem and fo r  th e  Institute's  re ­
cru iting ad  fo r  school papers  
(described in "The C P A ,"  
D ec.63, p.5) has been heavy. 
A n  u p d a ted  version— " W h a t  
W ill  Y ou Be Doing in 1984?"  
— is now ava ilab le . The ad is 
subject to  e th ica l considera­
tions explained in "The C P A "  
(Jan .64, p. 12).
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Council will 
consider these 
key questions . . .
... What authority do 
APB pronouncements 
have?
. . . What should be 
Institute policy on 
Accounting legislation?
. . . What changes 
should be made in 
professional ethics?
Is Council the right 
size fo r the job?
When Council meets this May, it must decide some of the hardest issues the 
profession has ever faced. Now is the time for Institute members to make up 
their minds what Council should do on these issues — and to make their posi­
tions known to the Councilmen who will act for the profession. This edition 
of The CPA seeks to provide the facts members need to know for these 
decisions.
The executive committee has developed a proposal to clarify the force and 
effect of Accounting Principles Board pronouncements. It portends funda­
mental changes for practitioners, for the profession’s governing codes, and for 
the whole financial community. For an analysis of how the proposal would 
apply in various auditing situations, see page 2.
Should those who render bookkeeping and related services be licensed? The 
Council will be asked to act on a proposed program developed after nearly 
five years of conferences between committees representing the AICPA and 
the National Society of Public Accountants. See page 10 for the story on this 
crossroads situation.
Council will take up three changes in the Code of Professional Ethics pro­
posed by the ethics committee. They would (1) establish the degree to which 
a member could rely on other accountants’ work in expressing an opinion,
(2) require expression of an adverse opinion when appropriate, and (3) 
specify the meaning of “laity” in the rule regarding commissions, brokerages, etc. 
The full texts appear on page 11.
While considering these basic questions, Council will also ask itself one — are 
we getting too big to function most effectively as representatives of the 
profession? It’s the same kind of “growth situation” problem which the U.S. 
Congress had to solve many years ago, when the number of representatives 
was tied partly to population increase. The Institute’s membership “popula­
tion” has been “exploding” upward with the growth of the profession — and 
with it, the number of Council representatives has shot up too. Council 
will consider a reapportionment policy which would keep it at an efficient size 
while the profession continues to grow.
The CPA, March 1964. Published monthly, except July-August when bimonthly, fo r membership of the AICPA, Inc. Vol. 44, 
No. 3. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid a t New York, N. Y.
Proposal would spell out APB authority 
—this is what it would mean for members
The executive committee has 
approved a momentous proposal 
for increasing the authority of 
pronouncements issued by the 
Accounting Principles Board.
The proposal — described in 
detail in a special report to be 
sent to Council this month — was 
approved by an eight-to-three 
vote at the executive committee 
meeting on February 6-7. The 
issue will be debated at the Coun­
cil’s spring meeting on May 4-7.
The proposal would require 
modification of four basic docu­
ments: the Charter of the APB; 
the Code of Professional Ethics; 
the First Standard of Reporting 
in Generally Accepted Auditing 
Standards; and the By-Laws. 
Texts of the proposed changes 
will be available later.
E f f e c t  o f  t h e  P r o p o s a l
The proposal would cover only 
future statements of the APB ( re­
ferred to as “pronouncements”) 
and these pronouncements would 
be subject to Council's authority 
as described below.
The essence of the proposal is 
this: that when a pronouncement 
of the Accounting Principles 
Board has become effective (as 
provided in the proposed amend­
ment to the Board’s Charter), 
that pronouncement shall be con­
sidered as constituting the only 
“generally accepted accounting 
principle” in the subject area cov­
ered for purposes of expressing 
an opinion on financial state­
ments.
How do APB pronouncements 
take effect?
In the absence of Council ac­
tion a pronouncement would be­
come “effective” after an eight­
een-month period following its 
date of issue by the APB.
However, during this eighteen- 
month period Council could (1 ) 
extend the effective date, or (2 ) 
fix an earlier effective date, or
(3 ) send the pronouncement back 
to the Board for further consid­
eration, or (4 ) rescind the pro­
nouncement.
The provision that Council have 
power to rescind an opinion of 
the Accounting Principles Board 
was adopted in the belief that 
there should be some procedure 
for an appeal from decisions of 
the Accounting Principles Board 
to a larger body more fully rep­
resentative of the membership.
Do the auditors and manage­
ment's responsibilities differ?
Management would not be re­
quired, under this proposal, to 
accept the Board’s pronounce­
ments, nor would the auditor be 
required to follow them. How­
ever, the auditor would be re­
quired to direct attention to de­
partures from effective pro­
nouncements of the Board as not 
in accordance with generally ac­
cepted accounting principles.
What if a member doesn’t observe 
an APB pronouncement?
The effect of adoption of this 
proposal would be that a mem­
ber of the Institute, in express­
ing an opinion on financial state­
ments in which a material item 
was dealt with in a manner dif­
ferent from that recommended in 
an effective pronouncement of 
the Accounting Principles Board, 
would be required in his report 
to “direct attention” to the fact 
that this item was not presented 
in accordance with generally ac­
cepted accounting principles.
If the client’s accounting treat­
ment did not have other substan­
tial authoritative support, the
auditor would qualify his opin­
ion, as under present practice.
If there were other substan­
tial authoritative support for the 
accounting treatment, however, 
and if the auditor approved such 
treatment, the auditor would be 
free to state these facts and give 
an unqualified opinion on the 
fairness of presentation, provided 
that he stated in his report that 
the item in question was not pre­
sented in accordance with gen­
erally accepted accounting prin­
ciples.
What if other authority requires 
departure from a pronouncement?
A member could express an 
opinion that financial statements 
prepared in accordance with pro­
visions of a statute, government 
regulation, or contract, were pre­
sented in accordance with gen­
erally accepted accounting prin­
ciples if, in his own judgment 
or on the advice of legal counsel 
or other competent authority, the 
statements conformed with “gen­
erally accepted accounting prin­
ciples” within the meaning of 
that term as used in the applica­
ble statute, regulation, or con­
tract: however, if this involved 
a departure from an effective 
pronouncement of the Account­
ing Principles Board, the auditor 
would be required to disclose 
such departure in his report and 
explain the meaning of “gener­
ally accepted” in the context of 
the particular case.
Can a member take exception 
when an APB pronouncement is 
followed?
The mere fact that financial 
statements conformed in all per­
tinent respects with effective pro­
nouncements of the Board would 
not require a member to give an 
unqualified opinion that the state­
ments were fairly presented if, 
in his professional judgment, the 
circumstances were such that con­
formity with Board pronounce­
ments resulted in a misleading
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What Happens Next?
By the  tim e  this issue o f "The  
C P A "  reaches m em bers, C o u n ­
cil m em bers p ro bab ly  will have 
received a "w h ite  p a p er"  ex­
plaining th e  proposal, w ith back­
ground in form ation  and a s ta te ­
m ent o f argum ents fo r and 
against the proposal.
S tarting  w ith an e d ito ria l in 
th e  M arch  "Journa l,"  the Insti­
tu te  m agazines will carry  as much 
news and as m any views as pos­
sible to  enable  th e  profession to  
eva lu ate  the  proposal.
C ouncil will discuss th e  p ro ­
posal a t its spring m eeting (M a y  
4 -7  in Boca Raton, Florida). If 
C ouncil approves th e  proposal, 
i t  will go  through th e  normal
process fo r By-Law changes. Full 
texts o f the several am endm ents  
required  will be d istributed  well 
in advance o f the annual m ee t­
ing in O c to b e r, when the m atte r  
will com e up fo r discussion by 
m em bers.
The essence o f this annual m ee t­
ing discussion, pro and con, will 
be sum m arized in booklet fo rm  
and m ailed to  all m em bers fo r  
mail b a llo t along w ith th e  o ffi­
cial texts o f the proposed  
am endm ents.
The results o f this vo te  should 
be known by M arch  1965. If 
th e  proposals are a pproved , 
th ey  will take e ffe c t when the  
voting is concluded.
presentation. In other words, he 
could take an exception to the 
fairness of presentation, even 
though the statements were pre­
sented in conformity with gen­
erally accepted accounting prin­
ciples.
How should a member regard an 
APB pronouncement before its 
effective date?
In the interval between issu­
ance of a pronouncement by the 
APB and its effective date, a 
pronouncement would have the 
same status as present APB opin­
ions — i.e., during the interim 
adoption would be optional and 
disclosure of departures would 
not be required.
The Accounting Principles 
Board would reissue each of its 
pronouncements as it became ef­
fective, in a form emphasizing the 
fact that members were hence­
forth required to direct attention 
to departures from such pro­
nouncement.
How would members treat prin­
ciples not covered by the APB?
Accounting research bulletins 
of the former committee on ac­
counting procedure and opinions 
of the Accounting Principles 
Board, issued prior to adoption 
of the new proposal by vote of 
the membership, will not become 
“effective pronouncements” of the 
Board unless reissued by the
Board subsequent to the effective 
date of the proposed amend­
ments to Rule 2.02 (e) of the 
Code of Professional Ethics, and 
then only subject to the proce­
dures described above.
In dealing with items in finan­
cial statements on which the Ac­
counting Principles Board had 
not yet made any recommenda­
tion, members would continue, as 
in the past, to rely on substantial 
authoritative support as evidence 
that such items were or were 
not presented in accordance with 
generally accepted accounting 
principles.
Will the proposal affect the ac­
counting research program?
While the proposal would not 
directly affect the present ac­
counting research program, the 
current project to inventory ex­
isting “generally accepted ac­
counting principles” could guide 
the APB in deciding which ex­
isting principles should be ac­
corded the new status by being 
reissued under the procedures set 
forth in the proposal. If the ex­
isting opinions or bulletins are 
not reissued, they will retain their 
present status.
First statement in tax responsibility series ready for exposure
When do I have a responsi­
bility to sign a client’s Federal 
income tax return?
Questions such as this, con­
cerning a CPA’s responsibility to 
sign a return prepared for his 
client, are considered in the ex­
posure draft of Statement No. 1 
in the forthcoming series of State­
ments on Responsibilities in Tax 
Practice. This series, as described 
in the September 1963 issue of 
The CPA (p.5), will present au­
thoritative guidance on many of
the perplexing questions con­
fronting a certified public ac­
countant in tax practice.
The nature of the tax practice 
program and certain aspects of 
the exposure draft of Statement 
No. 1 will be discussed in an 
article by Matthew F. Blake, 
chairman of the subcommittee on 
responsibilities in tax practice in 
the April 1964 issue of The Jour­
nal of Accountancy.
Chairman Thomas J. Graves has 
announced that the executive
group of the committee on Fed­
eral taxation has approved the 
exposure draft of Statement No. 1 
for distribution later this month. 
They will request comments 
from members of the Institute’s 
executive committee, chairman of 
the committee on professional 
ethics, and members of state so­
ciety committees on Federal taxa­
tion.
Any Institute member may ob­
tain a copy by writing to AICPA, 
666 Fifth Ave., N.Y., N.Y., 10019.
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FROM THE
JOHN L. CAREY
How to Attract Young People
T h e  good young men are hard to find. Countless CPAs in large and 
small firms have said that their greatest problem is getting enough 
qualified people to do the work that needs to be done.
The work to be done by CPAs will become increasingly difficult 
and complex; more than ever, it will require people with superior 
intellectual capacity, broad educational background, and intensive 
technical training.
But that’s true also for corporations, the sciences, other professions, 
universities, and the government. They too are eagerly seeking young 
men and women with these high qualities in intellect, education, and 
training. The competition for the best young brains in the country 
is getting increasingly keen.
In this competition the accounting profession’s recruiting efforts have 
been somewhat scattered and somewhat sporadic. It’s time to take a 
new look.
The profession has generally assumed that it should aim at three 
points — high schools, and both the undergraduate and the graduate 
schools of business administration. At each of these types of schools, 
the appeal has been direct: “Consider accounting as a career.” But 
perhaps this direct appeal misses the point.
At their preparatory levels, most of the promising young people 
haven’t even decided they want a career related to business, let alone 
specifically in accounting.
At the high school level, most of the material about accounting has 
been seen by the commercial course pupils, who don’t intend to go 
to college. Few outstanding high school students who are preparing 
for college are attracted to accounting as a career at age sixteen or 
seventeen — partly because their teachers and guidance counselors 
don’t know how accounting functions in modern society nor what 
opportunities it offers for able young people.
But if a high school student enrolls in a university school of business 
administration he will learn these things. And if he goes to a liberal 
arts or science college, and then is influenced to enter a graduate 
school of business, he will there acquire an appreciation of accounting.
This may suggest that the profession should first attract promising 
students to the business schools, then inform them of the special op­
portunities in accounting. Some CPA firms are now recruiting liberal 
arts and science graduates, then providing for their specific training 
in accounting at a business school.
So a two-level pattern seems to be shaping up for effective pro­
fessional recruiting. At students’ preparatory level, stress business 
management as a career, while giving some information about the 
part that the accounting function plays in management. Once students 
have enrolled in a university school of business administration, con­
centrate on direct recruiting for accounting.
Our previous efforts with young people may have erred in trying to
isolate accounting, in not show­
ing how it fits into the manage­
ment of economic enterprises. But 
if we emphasize the social con­
tribution of management, explain 
the important part accounting 
plays in management, we may 
appeal more to a student’s in­
terest for now — and perhaps for 
a lifetime.
The Institute is restudying the 
entire recruiting program in this 
light — and hoping to make spe­
cific recommendations on it soon.
AICPA reaffirms earlier 
policy: No CPA Firm, Inc.
The executive committee at its 
February meeting decided that 
no comment should be submitted 
to the IRS on the proposed reg­
ulations relating to “professional 
service organizations” and held 
that the regulations do not re­
quire alteration in the Institute’s 
position on incorporation of pro­
fessional accounting practices.
The April 1962 and February
1963 issues of The CPA carried 
the Institute’s reasons for oppos­
ing any change in the Code to 
permit CPA firms to incorporate. 
These were: the possible adverse 
effects on the professional stature 
of CPAs if their practices were 
conducted in the corporate form; 
the practical problems of admin­
istering firms which operate in 
more than one state because of 
the diversities in the state incor­
poration laws; and the likelihood 
that the tax advantages claimed 
for the corporate form might 
prove illusory if the IRS claimed 
that the professional corporations 
or associations were not bona fide 
corporations for Federal income 
tax purposes.
A special committee, whose re­
port led to the adoption of the 
Institute’s policy position on in­
corporation, concluded that it 
would be “more satisfactory if 
the tax problems of professional 
men were resolved by improve­
ments in the recently enacted 
self-employed retirement law.”
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Early returns on mail ballot: All Code 
changes pass; two By-Laws win, two lose
Flash report on the mail referen­
dum for changes in the By-Laws 
and the Code of Professional 
Ethics
The returns aren't all in yet as 
this issue goes to press—but they 
will be when you read it. The 
polls close on March 3. This re­
port is based on returns through 
February 13.
First, turnout. Enough mem­
bers voted so that it’s a valid 
election: 37.5% or 18,115 had 
voted by February 13, thereby 
satisfying the By-Law’s “quorum” 
requirement that at least one- 
third of the Institute’s member­
ship should vote.
Second, what won? All three 
of the amendments to the Code 
of Professional Ethics and two 
of the four By-Law amendments 
passed by comfortable margins, 
getting approval from well over 
the required two-thirds of the 
members voting.
The following are the success­
ful amendments, with the per­
centage of yes votes given in 
parentheses: The Code proposals 
regarding forecasts (92.2%), re­
ferral engagements (84.9%) and 
solicitations (82.5% ); the By- 
Law proposals governing proce­
dures for summoning members to 
trial (92.8%) and service of non­
practitioner members on Council 
and certain committees (84.9%) 
—all passed easily.
These amendments take effect 
March 3, 1964. Members can find 
the full text of these proposals 
in either the booklet mailed with 
their ballot forms or in The CPA, 
June 1963.
Third, what lost? Just slightly 
over half of the members voted 
for the proposals for suspension 
of members who are under crim­
inal charges (51.3%) and slightly
less than half voted for the pro­
posal on concurrent (or “com­
mon”) membership (49.3%).
The concurrent membership 
proposal was developed as a 
means of enabling the Insti­
tute and the state societies to
On January 14, 1964, the day 
following the season’s biggest 
snow storm in the East, members 
of the executive group of the com­
mittee on Federal taxation met 
with Mortimer M. Caplin, Com­
missioner of Internal Revenue and 
other top officials of the Internal 
Revenue Service. Unlike the stor­
my weather, the meeting was 
friendly and productive.
A number of administrative 
matters of particular interest to 
CPAs were discussed.
Rulings publication policy. In 
connection with a discussion re­
garding the Service’s policy for 
publishing Revenue Rulings, 
Commissioner Caplin indicated 
that he recognized that a broad 
rulings publication policy contrib­
utes to the desirable result of set­
tling disputes at the lowest pos­
sible level of IRS administration.
Practitioner Attitude Survey. 
Service representatives compli­
mented the Institute for its co­
operation and high response to 
the questionnaire which was dis­
tributed to a sample of the In­
stitute’s firms and practitioners to 
determine attitudes toward the 
Internal Revenue Service. Results 
of the survey are being com­
piled and a report should be 
available shortly.
Accounting methods. In con­
nection with a discussion of prob­
lems regarding inventory and 
other accounting method changes, 
Commissioner Caplin noted that 
the Service was preparing to issue
consolidate such frequently over­
lapping activities as membership 
promotion and admission, disci­
plinary proceedings, and provi­
sion of such services as member­
ship directories.
The “automatic suspension” pro­
posal was designed to permit the 
Institute to avoid the embarrass­
ment of carrying on its rolls — 
often for an extended period — 
a member who has been charged 
with a criminal offense.
a Revenue Procedure which he 
felt would assist taxpayers and 
the IRS in solving many of the 
problems in the accounting meth­
ods area.
The proposed release was is­
sued recently as Revenue Proce­
dure 64-16 and sets forth an 
administrative procedure under 
which a taxpayer may be permit­
ted to change his “accounting 
practice” for Federal tax purposes 
with respect to items of income 
or expense. The Service noted 
that the new procedure is distin­
guished from an application for a 
change of “method of accounting.”
Office of International Opera­
tions. After discussing a number 
of the tax committee’s recom­
mendations for change in policy 
and procedure with respect to the 
activities of the Office of Inter­
national Operations, Commission­
er Caplin agreed to review the 
matter. One of the committee’s 
recommendations is that taxpay­
ers and their representatives 
should have the right to confer 
with members of the OIO staff 
in the national office at any stage 
in the administrative settlement 
process.
Administrative Settlement Pro­
cedures. Institute representatives 
expressed keen interest in the 
possible improvement in the Serv­
ice’s administrative settlement 
procedures. Commissioner Caplin 
noted that studies were in prog­
ress on the subject and invited 
the committee to submit its views.
AICPA, IRS exchange ideas on tax administration
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Council to debate issue of nonlicensed 
practitioners at its May meeting
What should be the Institute’s 
legislative policy in regard to 
nonlicensed persons who offer 
bookkeeping and related services 
to the public?
That issue will be debated by 
the Council at its May meeting 
in Florida.
The debate will be prompted 
by a “white paper” reviewing the 
efforts by committees of the In­
stitute and the National Society 
of Public Accountants to develop 
a long-range legislative program 
which would be acceptable to 
both organizations.
A joint report on the program 
formulated by the two commit­
tees appeared in the March 1963 
issue of The CPA.
The “white paper,” approved 
by the executive committee at its 
February meeting for submission 
to Council, ends with a unani­
mous recommendation by the ex­
ecutive committee.
The Council will be asked to 
adopt a resolution which, in es­
sence, would place the Institute’s 
governing body on record as not 
being opposed to the basic prin­
ciples in the joint report of the 
AICPA-NSPA committees taken 
as a whole provided that two 
conditions are met:
(1) That the title to be grant­
ed to persons licensed to render 
bookkeeping and other related 
services is clearly descriptive — 
for example, “public bookkeeper”; 
and
(2) That certain other details 
in the program can be worked 
out to the satisfaction of the 
state organizations.
The historical sections of the 
“white paper” trace the five years 
of negotiations between the 
AICPA-NSPA committees.
That effort began in 1959 short­
ly after the Council adopted a 
resolution declaring it to be an 
objective of the Institute to de­
velop and maintain friendly rela­
tions with those who were en­
titled (under regulatory account­
ing laws) or permitted (under 
permissive statutes) to call them­
selves “public accountants.”
It was clear at the first meet­
ing of the two committees that no 
co-operative program could be 
effective unless some agreement 
could be reached on the con­
flicting legislative policies which 
sharply separated the two organ­
izations.
The NSPA was committed (and 
is still committed, pending mu­
tual acceptance of any alterna­
tive legislative program) to cre­
ate a continuing class of “public 
accountants” authorized to per­
form a full range of services. The 
Institute was (and remains) un­
alterably opposed to these efforts.
The two committees began to 
seek some areas of agreement on 
the legislative problem. Encour­
aged by the governing bodies of 
both organizations, they held 
more than a dozen meetings.
The final result: a recommend­
ed pattern of legislation which, 
in the view of the two commit­
tees, would ultimately “achieve 
clear identification and effective 
regulation of all those who ren­
der accounting services at all lev­
els to the public.”
Under the proposed legislative 
pattern, the accounting services 
offered to the public would be 
divided into two categories: (1) 
the expression of opinions on 
financial representations resulting 
from an audit; and (2) all other 
accounting services. The long- 
range objective of the program 
would be that only CPAs would 
be authorized to perform services 
in both categories, and that an­
other continuing group, to be 
licensed under a title clearly dis­
tinct from certified public ac­
countant or public accountant 
would be authorized to perform 
services only in the second cate­
gory.
At its spring meeting in 1962, 
the Council adopted a resolution 
(by a 121-34 vote) declaring that 
it was “inclined to look with 
favor” upon the recommended 
program if a mutually satisfac­
tory title could be found for those 
who would be authorized to per-
S 1466: How It  Stands
The profession participated ef­
fectively in recent Congressional 
consideration of the Federal 
practice bill— S 1466. An Insti­
tute delegation led by Presi­
dent Heimbucher presented tes­
timony, along the lines described 
in the February "CPA," at House 
Judiciary subcommittee hearings 
on January 30. Comments from 
Congressmen on the subcommit­
tee demonstrated that their CPA 
constituents had done a good 
briefing mission on the profes­
sion's viewpoint.
These member constituents were 
well prepared to present CPAs' 
arguments for opposing or mod­
ifying the legislation, thanks part­
ly to memorandums which had 
been expeditiously prepared by 
the Institute and rapidly distrib­
uted by the various state socie­
ties.
An account of the hearings and 
subsequent Institute recommen­
dations on the S 1466 bill ap­
pears in the March "Journal."
As "The CPA" goes to press, no 
decision has been made on S 
1466. But, whatever the out­
come, the profession has made 
an impressive presentation to a 
Congressional group which deals 
with much of the legislation af­
fecting CPAs' rights to practice 
before Federal agencies.
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Ethics committee proposes Code changesform limited services. The NSPA’s governing body took similar ac­
tion.
Last spring the proposed pro­
gram was resubmitted to the 
Council — this time with a title 
for the so-called technician class 
which had been agreed upon by 
the two committees. The title 
was: “Accounting Practitioner.”
After extensive debate, the 
Council voted to ask the state 
societies for their views on the 
program — and to inform the 
societies that the Council itself 
was not disposed to regard it with 
favor.
Some twenty-one state socie­
ties responded to the Council’s 
request, each of them expressing 
some degree of opposition to the 
program. The replies suggest that 
many societies feel:
• That the title of “accounting 
practitioner” would be too simi­
lar to certified public accountant 
or public accountant, and would 
misleadingly imply professional 
stature and competence.
• That the work performed by 
the group to be licensed is not 
sufficiently endowed with public 
interest to require state licensing 
and regulation.
• That any legal recognition 
accorded to the group would en­
courage it to seek additional and 
unwarranted privileges.
Two other factors emerge from 
the state societies’ answers: Most 
of them believe that there should 
be a national legislative policy; 
and most of them suspect that 
the nonlicensed group is growing 
in their state — though they lack 
precise information on its present 
size or rate of growth.
Since the Council’s action last 
May, the NSPA’s governing body 
has approved the proposed pro­
gram contingent upon its accep­
tance by the Institute.
The white paper which Coun­
cil will consider recommends that 
the state organizations of both 
the AICPA and the NSPA dis­
cuss the proposed joint report in 
light of the resolution prepared 
by the executive committee.
The committee on professional 
ethics will propose three changes 
in the Code of Professional Eth­
ics to Council of the AICPA when 
it meets in Boca Raton, Florida, 
May 4-7. Members may want to 
study the changes in the rules 
and the committee’s comments for 
discussion with their Council 
members.
Rule 2.01
C o m m e n t :
In the opinion of the commit­
tee, Rule 2.01 as it now reads 
does not restrict the right o f a 
member to express an opinion, 
regardless of the extent to which 
work is performed by other ac­
countants. In fact, the present 
rule might be interpreted as per­
mitting a member to express an 
opinion as the result of an exam­
ination, no part o f which was 
conducted by him or his firm. The 
proposed new rule would incor­
porate in the Code those provi­
sions o f Statement on Auditing 
Procedure No. 32 which relate to 
reliance on work performed by 
other independent accountants.
P r o p o se d  N e w  R u l e :
“A member or associate shall 
not express his opinion on finan­
cial statements unless they have 
been examined by him, or by a 
member or employee of his firm, 
on a basis consistent with the 
requirements of Rule 2.02.
“In obtaining sufficient infor­
mation to warrant expression of 
an opinion he may rely, in part, 
to the extent appropriate in the 
circumstances, on reports or oth­
er evidence of auditing work per­
formed by another certified public 
accountant, or firm of public 
accountants at least one of whom 
is a certified public accountant, 
who is authorized to practice in 
a state or territory of the United 
States or the District of Columbia, 
and whose independence and
professional reputation he has 
ascertained to his satisfaction.
“A member or associate may 
also rely, in part, to the extent 
appropriate in the circumstances, 
on the work of public accountants 
in other countries, but the mem­
ber or associate so relying must 
satisfy himself that the person or 
firm is qualified and independent, 
that such work is performed in 
accordance with generally ac­
cepted auditing standards, as pre­
vailing in the United States, and 
that financial statements are pre­
pared in accordance with gen­
erally accepted accounting prin­
ciples, as prevailing in the United 
States, or are accompanied by the 
information necessary to bring the 
statements into accord with such 
principles.”
P r e s e n t  R u l e :
“A member or associate shall 
not sign a report purporting to 
express his opinion as the result 
of examination of financial state­
ments unless they have been ex­
amined by him, a member or an 
employee of his firm, a member 
or associate of the Institute, a 
member of a similar association 
in a foreign country, or a certified 
public accountant of a state or 
territory of the United States or 
the District of Columbia.”
Rule 2.03
C o m m e n t :
The proposed change, regard­
ing adverse opinions, is in ac­
cordance with the recommenda­
tions of the Institute’s committee 
on auditing procedure, as pub­
lished in Statement on Auditing 
Procedure No. 32.
P r o p o se d  N e w  R u l e :
“A member or associate shall 
not permit his name to be asso­
ciated with statements purport­
ing to show financial position or 
results of operations in such a
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manner as to imply that he is 
acting as an independent public 
accountant unless he shall:
(a) express an unqualified opin­
ion; or
(b ) express a qualified opin­
ion; or
(c ) express an adverse opin­
ion; or
(d) disclaim an opinion on the 
statements taken as a whole and 
indicate clearly his reasons there­
for; or
(e) when unaudited financial 
statements are presented on his 
stationery without his comments, 
disclose prominently on each 
page of the financial statements 
that they were not audited.”
P r e s e n t  R u l e :
“A member or associate shall 
not permit his name to be asso­
ciated with statements purporting 
to show financial position or re­
sults of operations in such a 
manner as to imply that he is 
acting as an independent public 
accountant unless he shall:
(a ) express an unqualified opin­
ion; or
(b ) express a qualified opin­
ion; or
(c) disclaim an opinion on the 
statements taken as a whole and 
indicate clearly his reasons there­
for; or
(d) when unaudited financial 
statements are presented on his 
stationery without his comments, 
disclose prominently on each page 
of the financial statements that 
they were not audited.”
Rule 3 .04
C o m m e n t :
This change would substitute 
for the word “laity” the definition 
of this term now appearing in 
ethics committee Opinion No. 6. 
If the change is approved, the 
committee plans to issue a revi­
sion of Opinion No. 6.
P ro po sed  N e w  R u l e : 
“Commissions, brokerage, or 
other participation in the fees or 
profits of professional work shall 
not be allowed or paid directly 
or indirectly by a member or as­
sociate to any individual or firm
not regularly engaged or em­
ployed in the practice of public 
accounting as a principal occu­
pation.
“Commissions, brokerage, or 
other participation in the fees, 
charges or profits of work rec­
ommended or turned over to any 
individual or firm not regularly 
engaged or employed in the prac­
tice of public accounting as a 
principal occupation, as incident 
to services for clients, shall not 
be accepted directly or indirectly 
by a member or associate.”
P r e s e n t  R u l e :
“Commissions, brokerage, or 
other participation in the fees or 
profits of professional work shall 
not be allowed directly or in­
directly to the laity by a member 
or associate.
“Commissions, brokerage, or 
other participation in the fees, 
charges or profits of work recom­
mended or turned over to the 
laity as incident to services for 
clients shall not be accepted di­
rectly or indirectly by a member 
or associate.”
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Proposal on APB 
moves ahead . . .
. . . us a new research  
director is appointed
APB allows 2  methods 
for investment credit
Slate o f  AICPA officers 
s e le c ted  for 1964-65
A forward look at 
the  annual meeting
Train  your staff “ on 
campus” this sum m er
The executive committee has put the finishing touches on its proposal to 
clarify the status of APB pronouncements. Substantively, the proposal stands 
as described in the March CPA (p.2) and April Journal (p .9).
Since it involves changes in the By-Laws and Code of Professional Ethics, 
the proposal will be submitted — if approved by Council — to the Florida 
annual meeting for discussion and then to the membership for a mail ballot.
In a related development, the executive committee has selected Reed K. Storey, 
now assistant director of accounting research, to succeed Paul Grady as 
director when Mr. Grady completes his service this September. Mr. Storey is 
the author of a study of the development of accounting principles in the 
United States — a document which will also be sent to Council members to 
aid them in their consideration of the APB proposal.
The Accounting Principles Board has decided to issue a new’ Opinion on the 
investment credit which recognizes the “flow-through” method as an accept­
able treatment. However, APB Chairman Alvin R. Jennings said that the 
“useful life” approach endorsed in Opinion No. 2 is still preferred.
A draft of the new Opinion — endorsed by the required two-thirds of the 
Board in a telegraphic poll — has been sent to all firms and practitioners rep­
resented in the membership. When approved by formal ballot, a copy of the 
Opinion will be sent to each member, and it will be published in The Journal.
The nominating committee has proposed the following members for service 
as AICPA officers for 1964-65: For President — Thomas D. Flynn, New 
York; for Vice Presidents — Horace G. Barden, Illinois, Maurice J. Dahlem, 
California, Bernard B. Isaacson, Delaware, John R. Ring, Florida; for Treas­
urer — David F. Linowes, New York. The committee’s slate will be voted 
on at the annual meeting in Miami (October 4-7).
This year’s meeting will feature a new look: in format with all the business 
sessions scheduled to be concluded on Monday, and in content with a day and 
a half of professional sessions focused on a unified theme — how to turn the 
long-range objectives committee’s visions of today into the profession’s reali­
ties for tomorrow. See the story on page 5.
An up-to-date staff training program offers junior personnel the latest in 
EDP, taxes, systems analysis and audit program development. The 1964 sum­
mer sessions of this professional development course tailored for training 
younger staff men will be offered at six campus sites around the country — 
see page 5 for the particulars.
The CPA, April 1964. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 44, 
No. 4. Publication and editorial office: 666 Fifth Ave., New York, N.Y. 10019. Second-class postage paid at New York, N.Y.
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Institute redirects its public relations 
program. Here’s what has been done . . .
Several steps have been taken 
to streamline the Institute’s ap­
proach to some of the profes­
sion’s basic public relations needs 
and to its relations with the state 
society organizations.
The public relations activity is 
now centered in the executive 
office under the direct supervision 
of the executive director and man­
aging director. Roderic A. Parnell 
has been selected to develop and 
administer the program in co­
operation with the Institute’s new 
public relations counsel, Osgood 
Nichols Associates, of New York.
Mr. Parnell joined the staff in 
1956 as assistant administrative 
secretary. He developed the eco­
nomics of an accounting practice 
program (now Management of 
an Accounting Practice), for 
which he researched and wrote
11 of the first 13 bulletins. In 
the course of this work he gained 
familiarity with many phases of 
practitioners’ problems, especially 
in the public relations area where 
he produced bulletins on “Bank­
ers’ Attitudes Toward the CPA,” 
“Small Business Looks at the 
CPA,” and “Building Sound Rela­
tions with Your Client.” In his 
most recent Institute post, he 
served as manager of state society 
relations.
A graduate of Yale University 
with a B.A. in psychology, Mr. 
Parnell has done extensive gradu­
ate work at New York University 
in business management and mar­
keting. He was a news manager 
with a national reporting service 
and later served as personnel man­
ager for a paper company.
Mr. Nichols is a former jour­
nalist and has had over twenty 
years’ experience in public rela­
tions. In addition to serving ma­
jor corporations, he is co-author 
of Partners in Production, pub­
lished by the Twentieth Century 
Fund, and was director of public
information for the National War 
Labor Board. He has previously 
counseled CPAs, and his present 
clients include Merck & Co., Fed­
erated Department Stores and 
the American Sugar Company.
The over-all state society re­
lations activities will remain in 
the professional relations divi­
sion, under David H. Lanman, 
Jr., the division director. Every 
division director will be expect­
ed, however, to deal directly with 
the state organizations in his par­
ticular area of activity. This di­
rect liaison is expected to facili­
tate the exchange of information 
and assistance.
The new public relations pro­
gram will concentrate on inform­
. . . in television
The first step in a new pro­
gram to work more closely with 
the television industry was taken 
on February 20, when Albert H. 
Cohen, a member of the Insti­
tute’s committee on Federal tax­
ation, appeared on “The World 
At Ten” over WNDT-TV (N.Y.). 
During a twelve-minute inter­
view, Mr. Cohen discussed some 
of the general economic and 
personal implications of the new 
tax law and effectively outlined 
the committee’s over-all position 
on tax simplification.
Pleased with Mr. Cohen’s per­
formance, the producers have in­
dicated that they will seek ad­
ditional opportunities to present 
CPAs to their viewers.
The Institute is now exploring 
a possible series of short pro­
grams dealing with money man­
agement problems. These could 
be made available to local sta­
tions through the state societies 
and the National Educational 
Television Network.
ing those segments of the public 
with a direct interest in the ac­
tivities, standards and policies of 
the accounting profession. (See 
John L. Carey’s column in The 
CPA, Dec.63, p.11.)
This will pinpoint attention on 
such groups as:
• high school and college stu­
dents who might be attracted to 
the profession
• business schools and their 
faculties
• Congress and Federal Gov­
ernment agencies
• professional, trade and busi­
ness organizations and their lead­
ers
A major campaign, involving 
the participation of members of 
the Accounting Principles Board, 
will be undertaken to acquaint 
business leaders with the profes­
sion’s continuing efforts to im­
prove financial reporting stand­
ards and methods of presentation.
. . . and on Wall Street
An important aspect of the In­
stitute’s new public relations pro­
gram, co-operation with the finan­
cial community, was exemplified 
in a recent action by the New 
York Stock Exchange.
NYSE President G. Keith Fun­
ston recently wrote the presi­
dents of listed companies urging 
that they include in their annual 
reports a statement of source and 
application of funds. He referred 
to the APB’s Opinion on the sub­
ject as “most timely and appro­
priate.” Each letter carried a copy 
of the Opinion, supplied by the 
Institute.
The resulting press coverage 
shows how public relations can 
help carry the profession’s view­
point in the right direction. The 
Wall Street Journal (Feb.24, p.1 ) 
and The New York Herald-Trib­
une (Mar.8, editorial page) car­
ried lucid explanations of the dif­
ference between AICPA position 
on funds statements and some mis­
uses of the “cash flow” concept.
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Practitioners pick tax seminars, clinics 
as most popular courses in PD poll
Which professional develop­
ment courses would interest you 
the most?
All members were asked this 
kind of question as part of the 
latest PD catalog, mailed to them 
in December 1963. Some 3,069 
members (about 6 per cent of 
the total in the Institute) replied, 
establishing the following hit pa­
rade ranking for PD presenta­
tions.
“Estate Planning and the CPA” 
tops the list, followed by “Prob­
lems of the Closely-Held Corpo­
ration.” Other tax courses proved 
quite popular in the survey re­
sults.
Here are the top ten courses:
Number
Title Members
1. Estate Planning and
the CPA 1,538
2. Problems of the 
Closely-Held Cor­
poration 1,397
3. Purchase, Sale or 
Liquidation of a
Corporate Business 1,288
4. Budgeting for Profit
in Small Business 1,179
5. Pension and Profit-
Sharing Plans 1,095
6. Financing the Small
Business 1,060
7. “Cash Flow” Analysis 
and the Funds State­
ment 1,022
8. Procedural Problems
in Tax Practice 1,017
9. Writing Audit
Reports 993
10. Real Estate Problems 977
It is interesting to note that 
each of these is a seminar — a 
course developed by the AICPA 
and presented by the state so­
cieties to their members.
The most popular clinics, con­
ferences and workshops (courses 
presented either by the profes­
sional development division or in 
co-sponsorship with state socie­
ties) were (1) the first in the 
new tax lecture series — “Current 
Developments in Taxation”; (2)
A pioneering study of account­
ing, auditing and financial re­
porting practices in twenty-six 
foreign countries is nearing com­
pletion. Prepared under the aus­
pices of the Institute’s interna­
tional relations committee, it is 
scheduled for publication in 1964.
James J. Mahon, chairman of 
the committee, announced that 
this study represents the first 
known attempt by any organiza­
tion to compile the available data 
on foreign accounting, auditing 
and financial reporting in a con­
venient form. It should be of far- 
reaching significance for the busi­
ness community, the CPAs who 
serve it and business educators 
because it will provide a basis for 
comparing U. S. standards and 
practices with those abroad.
Gilbert R. Byrne has served as 
project head. He has been as-
a new course — “Developing a 
Management Services Practice”; 
and (3) a current two-day course,
— “An Introduction to ADP.” 
The survey will enable the pro­
fessional development division 
and the state societies to notify 
members who responded when 
the courses that interest them 
will be offered.
sisted from time to time by for­
eign specialists from the staffs of 
a number of international firms 
represented on the committee. 
These same firms have provided 
financial support for the project 
and opened their files for the 
raw material on which the re­
search is based.
Mr. Mahon said that the proj­
ect was prompted by the almost 
unanimous demand for knowl­
edge concerning international ac­
counting standards at the 1962 
International Congress and by 
the awakening interest of the 
U. S. business community in the 
global concept of business opera­
tions. A large educational foun­
dation thinks the project may 
provide the basis for a broader 
research project in the little 
known field of international busi­
ness, accounting and finance.
G u id an ce  fo r  M em bers  W h o  H a v e  S B IC  C lie n ts
C P A s  who have Small Business 
Investm ent C o m p an y  clients can 
find some guidelines to  assist 
them  in reaching a conclusion as 
to  w h at kind o f opinions should 
be expressed on SB IC  financial 
statem ents fo r  th e  fiscal yea r  
ending M a rch  31, 1964; see A c ­
counting and A u d itin g  Problems, 
then e d ite d  by C arm a n  Blough, 
in th e  M a rch  1963 "Journal o f 
A cco u n tan c y."
M r . Blough makes this po in t: 
" W h ile  th e re  m ay be cases in 
which th e  in d e p en d en t au d ito r
can g ive a clean opinion, we are  
inclined to  believe th a t in a large  
p ro portion  o f S B IC  audits the  
in d ep en d en t C P A  will have  
enough reservations as to  the  
fairness o f th e  valuations a t which 
th e  com pany is carrying its in­
vestm ents to  requ ire  a qualified  
op in ion ."
Richard C . Lytle's February 1964 
column in "The Journal" points 
ou t w h at th e  SBA requires in 
the  event an in d ep en d en t C P A  
expresses a qua lified  opinion or 
disclaims an opinion.
Institute is preparing a pioneering study on how 
accounting standards compare around the world
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What a typical Institute member thinks of the annual meeting
While looking forward to the 
Institute’s annual meeting in Mi­
ami, I have also been taking a 
look back over the last one in 
Minneapolis and trying to deter­
mine what these meetings mean 
to me and my firm.
When I returned to St. Louis 
from the meeting (October 6-9), 
the people in my office asked, 
“What did you bring home?” I 
had expected this question, and 
all during the meeting I had tried 
to reflect on how to answer. It 
was not an easy task. I don’t think 
anyone brings back any radically 
new idea or method of operation, 
or a brainstorm which suddenly 
develops and which is uniquely ca­
pable of transforming his practice.
A promise for the future
Attending this meeting roused 
me from that lethargy which 
seems to settle on us all as the 
year rolls by. Suddenly, at the 
meeting, we were face to face 
with the philosophy, the motivat­
ing force and the spirit of the ac­
counting profession with all its 
aspirations, its promises and its 
future challenges.
It is an infectious experience 
to participate in a national con­
vention and to have men like the
president of General Electric 
Company, or the Commissioner 
of Internal Revenue, or a wise 
president of our own Institute 
speak to us. It is heartwarming 
to participate in the presentation 
of the Elijah Watt Sells medals 
and to hear brief accounts of the 
recipients’ lives. ( One had been a 
filling station clerk before he be­
came an accountant.)
I became aware of a new dimen­
sion when speaker after speaker 
both praised and criticized our 
profession. President Clifford V. 
Heimbucher said, “We have every 
opportunity to be the profession 
of this modern age.” Gerald L. 
Phillippe of General Electric 
warned the profession that unless 
we can agree on definitions and 
terms of principles of accounting, 
some governmental body, e.g., the 
SEC, might take over the func­
tion of telling us what principles 
of accounting should be.
Thoughts for 1964
In the way of recommendations 
for this year’s meeting, I would 
like to see a display or a shop 
for the sale of Institute publica­
tions. I doubt very much that the 
individual practitioner coming to 
a convention realizes the wide
variety of books and reading ma­
terials that are available to him 
at little cost. I also think a geo­
graphical directory of visitors to 
the convention, in addition to the 
alphabetical one, would be helpful.
I would like to see you re­
initiate the publication of a daily 
newspaper showing photographs 
taken the previous day and re­
porting the details of some of 
the activities. This enhances the 
visitor’s feeling of involvement.
How to relate to those at home
All during this convention I 
kept asking myself: “Am I able 
to translate this feeling of exhil­
aration spawned by this meeting 
into my every working day? 
How can I tell my office asso­
ciates about the pride that I feel 
in belonging to an organization 
which can bring together at a 
meeting of this type so many 
honored, experienced and suc­
cessful people — not only CPAs 
but people from other walks of 
life? How can I tell them about 
the ambitious and farsighted pro­
grams that are now being planned 
on a national level for our ac­
counting profession? How can I 
tell them about the effort which 
the Institute makes in uplifting 
the standards of our everyday 
work; and why is it, even though 
I read all twelve issues of The 
Journal, that I do not get the 
same uplift that I had during 
the two and one-half days in 
Minneapolis?”
I guess it must be the physical 
contact and the extreme concen­
tration on a single subject that 
creates this almost chauvinistic 
feeling; there is just no way of 
bringing it back to the people in 
your office unless you make a 
daily effort to say something about 
the challenging philosophy and 
expectations of our profession.
P e t e r  H o c h sc h il d
Hochschild, Bloom & Company 
St. Louis
Opinion Revised on Yellow Page Listing
Section 2 (b ) o f O p in io n  N o . 11, 
which re lates to  listings in classi­
fied  te leph one d irectories , has 
been revised by th e  A m erican  
Institute's  c o m m itte e  on pro fes­
sional ethics.
The new section reads:
"b . Yellow  (or business) section  
o f classified te leph one d ire c to ­
ries.
"Listings are  p e rm itte d  only in 
th e  classified d irectories  which  
cover th e  a rea  in which a bona
fid e  office is m ain ta ined . D e te r­
m ination o f w h at constitutes an 
'a re a ' shall be m ade by th e  state  
societies in th e  lig h t o f local con­
d itions."
The previous ruling o f th e  com ­
m itte e  p e rm itte d  m em bers to  list 
in only one classified d ire c to ry . 
Since this ruling was found to  be  
im p rac tic ab le  in certa in  locali­
ties, th e  co m m ittee  d ec id ed  to  
p e rm it a d d itio n a l listings when  
th e  local C P A  society believes  
th ey  are  w arran ted .
Members to meet in Miami in October: 
1964 conclave will preview next ten years
High government officials and 
top representatives of industry, 
education and accounting will 
preview the profession’s prospects 
over the next decade at this year’s 
annual meeting.
An anticipated 3,000 AICPA 
members and their wives will 
gather in Miami next October 4- 
7 to attend. The Americana Hotel 
in Bal Harbour (Miami) will 
serve as headquarters.
The technical program for the
1964 meeting will be built around 
several aspects of the long-range
objectives committee’s study, in­
cluding the future of tax practice, 
management services and the at­
test function. Speakers will also 
try to assess the impact that 
change will have on the profes­
sion in terms of personnel, edu­
cation, structure and standards.
In addition to a full social pro­
gram which will take advantage 
of Miami’s natural attractions, 
postmeeting trips to Nassau, San 
Juan and the Virgin Islands will 
be available.
Applications for, or inquiries
about the postconvention air and 
sea cruises should be sent di­
rectly to: World Wide Travel 
Service Corporation, Mercury 
Building, 1925 K Street, N.W., 
Washington, D.C. 20006.
Fees for the meeting will be 
as follows: Full registration for 
members and guests — $50; full 
registration for wives — $35; reg­
istration for technical sessions 
only — $10; tickets to individual 
luncheons — $6 each. Separate 
registrations which exclude the 
annual banquet will not be sold 
this year. An outline of the pro­
gram and applications for ad­
vance registration and hotel res­
ervations will be contained in the 
June issue of The CPA.
Institute Trial Board units act on two cases: Warn one member on 
discreditable acts, expel another member convicted of tax evasion
Sub-boards of the Institute’s 
Trial Board have admonished one 
member for two acts discredit­
able to the profession and ex­
pelled another who had been 
convicted of tax evasion.
In the first case, heard on No­
vember 12, 1963, the respondent 
was found guilty of preparing a 
balance sheet and supporting 
schedule in which he represented 
as his net worth a sum greatly in 
excess of what he knew his net 
worth to be, with knowledge that 
this information was to be pre­
sented to a lending institution in 
connection with a credit loan 
transaction. He was also found 
guilty of showing a client a finan­
cial statement which indicated 
falsely that the member had 
made a substantial investment in 
a corporation in which the client 
was interested.
The member admitted both 
charges. He said, however, that 
the events had taken place six 
and seven years before, and that 
he and his family had been suf­
fering their consequences ever 
since. He said that he was not 
personally liable on the loan; 
that the lending institution had
required a financial statement 
from him only as an afterthought; 
that he had presented the assets 
of a certain corporation to be his 
personal assets because that cor­
poration was not qualified to do 
business in the state; that the loan 
had been repaid; and that the fi­
nancial statement falsely showing 
his investment in his client’s com­
pany had been requested by his 
client for use in property settle­
ment negotiations with the client’s 
ex-wife, but that the statement 
had never been used for this 
purpose by anyone concerned.
In the second case, heard on
November 22, the sub-board 
found that the respondent had 
been convicted by a Federal 
court of the offense of willfully 
and knowingly attempting to 
evade and defeat a large part of 
the income tax owing by him to 
the United States for a calendar 
year by filin g  a false and fraud­
ulent income tax return. The 
member had offered to resign 
from the Institute. However, the 
sub-board did not accept his res­
ignation and decided instead that 
he be expelled for having been 
convicted of a crime involving 
moral turpitude.
1964 On-Campus Schedule for
Professional Development "Staff Training Program"
July 27  - A ugust 7 University  o f Southern Mississippi, 
H atties b u rg , Miss.
July 27  - A ugust 7 C o lle g e  o f W illia m  and M a ry , 
W illiam sburg , V a .
A ugust 3 -1 4 University  o f C o lo rad o , Boulder, C o lo .
A ugust 3 -1 4 University  o f Rhode Island, Kingston, R .l.
A ugust 17-28 Bradley U niversity , Peoria, Ill.
A ugust 23 - S ep te m b er 4 M en lo  Park C o lleg e , M en lo  Park, C a lif .
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JOHN L. CAREY Members are to suggest 
changes in Revenue Code
Democracy in Action
e a r l y  twenty thousand Institute members returned mail ballots on 
seven proposed changes in the By-Laws and Code of Professional 
Ethics within a sixty-day period beginning January 3. This in itself 
is impressive — all the more so since it required a thirty-page booklet 
to present and explain the amendments.
But even more striking is the fact that two amendments were 
roundly defeated while five were overwhelmingly approved. This 
proves that the members voting had read the material, thought about 
it and reached their own conclusions. If any evidence were needed 
that Institute members are independent, or that they care about their 
profession, this is it. No rubber stamps they!
There are significant implications in the defeat of two proposals. 
One of them would have provided for voluntary agreements between 
the Institute and the state societies that neither would admit members 
in the future who did not join the other. It seems clear that the 
majority does not want integration of the state and national organiza­
tions. These members believe in separate and independent local groups. 
Perhaps they feel that even if this results in some competition for the 
interest and support of individual CPAs — and thus in less than perfect 
efficiency and economy — this is no bad thing.
They may well be right. If the state societies in effect guaranteed 
the Institute its membership, the Institute’s incentive to serve its mem­
bers directly might be weakened. As things stand now, the Institute 
must continue to give its members value received for their dues dollars 
if it hopes to keep them. So must the state societies. The benefits to 
members of both may be increased thereby. All the more it behooves 
the national and state organizations to avoid spending money si­
multaneously on projects which one can do better than the other. Du­
plication of effort or expense may tempt CPAs to choose one or the 
other organization instead of both.
The defeat of the proposal for suspension, without prejudice, of 
members charged with criminal offenses reflects the traditional Ameri­
can conviction that a man is innocent until proven guilty. While a 
bare majority favored this proposal, it failed by a wide margin of the 
required two-thirds. The result is that members accused of crimes may 
remain in good standing in the Institute for years, until all legal re­
course has been exhausted. But the thousands who voted against the 
change must feel that this is less harmful to the profession than the 
possibility that an innocent member might be dropped from the rolls 
before he has had his day in court.
Regardless of specific issues, it is most encouraging to know that 
the Institute as an organization has the vitality to make decisions, 
despite the fact that its membership has grown to nearly fifty thousand, 
and its internal communications processes consequently become in­
creasingly difficult.
So long as individual members express their views and participate in 
policy decisions by casting their votes, the future of their professional 
organizations will remain in good hands — their own.
What would you like to see 
changed in the Federal income 
tax law?
State society and chapter com­
mittees on Federal taxation have 
been requested to assist the In­
stitute’s committee on Federal 
taxation in the development of 
recommendations for amendments 
to the Internal Revenue Code. 
The committee also would ap­
preciate comments and recom­
mendations made directly by in­
dividual Institute members.
Development of recommenda­
tions for amendments to the In­
ternal Revenue Code is one of the 
most challenging activities under­
taken by the tax committee.
It is also an activity which 
produces positive results. A num­
ber of the tax committee’s ear­
lier recommendations have been 
adopted. For example, the com­
mittee has long advocated a gen­
eral plan for income averaging to 
relieve taxpayers with widely 
fluctuating incomes. The Reve­
nue Act of 1964 includes a pro­
vision dealing with income aver­
aging. Another tax committee 
recommendation in the new act is 
the proposal for a deduction for 
employees’ moving expenses.
The last booklet of recommen­
dations, containing 105 suggested 
changes in the Internal Revenue 
Code, was submitted to the House 
Ways and Means Committee in 
February of 1961. Additional rec­
ommendations were submitted to 
the House group during its con­
sideration of the President’s 1963 
tax message. These recommenda­
tions were carefully selected for 
their relevance to the subjects and 
goals of the President’s message.
The tax committee hopes to 
receive many suggestions from 
state societies and others in order 
to submit the new presentation of 
recommended changes in the In­
ternal Revenue Code to the House 
Ways and Means Committee late 
this year or early next year.
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Members debate proposed rule on reliance
I read with considerable dis­
may the first proposal under 
consideration by the Institute’s 
committee on professional ethics. 
This proposal would in effect 
virtually eliminate the oppor­
tunity for a member to issue an 
opinion on financial statements 
on the basis of an examination 
conducted by another member. 
In my opinion, such a revision 
in present Rule 2.01 would set 
public accounting in the U.S. 
back twenty years in its effort to 
achieve true professional status.
How in the world can a “pro­
fession” expect the lay person to 
rely on any of its practitioners 
when it prohibits those practi­
tioners from relying on each 
other! Are we to so admit that 
our “profession” is a complete 
failure in developing standards 
of professional conduct and in­
suring adherence thereto? This 
proposed change in Rule 2.01 
negates the whole concept of 
the development of a profes­
sional stature and is entirely of­
fensive to those practicing CPAs 
who have taken in good faith the 
virtual flood of articles and offi­
cial pronouncements concerning 
the development of uniform stand­
ards of practice and who have 
worked hard to attain and main­
tain the necessary level of pro­
ficiency in the conduct of their 
practices.
The practical aspects of the 
proposed change are equally se­
rious and injurious to the pro­
fession. Consider the position of 
a firm which enters upon an initial 
engagement, following another 
firm of independent accountants. 
Must the new firm do over again 
all the work previously done by 
its predecessor in order to ren­
der an opinion on an income 
statement, including beginning in­
ventories audited by the former 
accountants? Further, there are
many instances where smaller 
CPA firms perform substantial 
auditing services for clients of 
long standing, who have grown 
to a size or complexity which has 
resulted in the retention of a 
larger firm for published reports, 
stock issues, etc. Are these clients 
now to be forced to summarily 
dismiss the small firm which may 
have materially contributed to 
the company’s growth?
It seems to me that the real 
question involved here is one 
which is basic to the entire con­
cept of public accounting as a 
profession. In my view, the sum 
and substance of a profession is 
the competence and professional 
responsibility maintained by its 
practitioners. So long as we con­
tinue to develop this individual 
sense of professional responsi­
bility, so long will our profession 
grow in numbers and in stature. 
The proposed change to Rule 2.01 
advocates a philosophy which is, 
in my view, diametrically op­
posed to true professional de­
velopment, and I urge the com­
mittee to remove this item from 
its agenda. I further urge all In­
stitute members to communicate 
their views to the committee so 
that it may be made aware of 
them in its deliberations.
W i l l i a m  A. F r a n k e l  
Atlanta, Ga.
William Frankel objects to the 
proposed revision of Rule 2.01 
on the grounds that it would 
“virtually eliminate the oppor­
tunity for a member to issue an 
opinion on financial statements 
on the basis of an examination 
conducted by another member.”
I am sympathetic with Mr. 
Frankel’s viewpoint. I would like 
to see the time come when reli­
ance can be placed on an exam­
ination conducted by any certified 
public accountant. I would like
to feel that every certified public 
accountant would automatically 
follow the statements on auditing 
procedure, the pronouncements 
on accounting principles, and the 
provisions of the Code of Pro­
fessional Ethics; but we haven’t 
reached that point yet. The re­
port to Council of the practice 
review committee indicates a part 
of the problem that exists. The 
inquiries and complaints before 
the committee on professional 
ethics indicate another aspect of 
the problem.
Responsibility for an examina­
tion must be placed where it 
belongs, and that is upon the 
certified public accountant who 
rendered the opinion. It is true, 
of course, that he can modify 
the assumption of responsibility 
by following the procedures set 
forth in the Statement on Audit­
ing Procedure No. 33, particularly 
Paragraphs 32-36 of Chapter 10, 
and thereby indicate his reliance 
on the report of another CPA.
If the other certified public 
accountant had not issued a re­
port or an opinion but had merely 
conducted a substantial part of 
the examination, who is to be 
held accountable? If, for exam­
ple, the examination was, in fact, 
deficient under the standards set 
forth in Rule 2.02 of the Code of 
Professional Ethics, the examin­
ing accountant could assert that 
since he rendered no opinion, he 
is not subject to 2.02. On the 
other hand, the certified public 
accountant issuing the opinion 
would merely state that he was 
not responsible. He did not make 
the examination; he merely re­
lied on the examination of anoth­
er. While this framework might 
be a convenient one for the pro­
fession, it is hardly one to present 
to the business public. Someone 
must be given specific responsi­
bility. This the proposed revision 
of Rule 2.01 attempts to do.
From another viewpoint, is it
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Wanted: Information from insiders 
on mergers/acquisitions of practices
good for the profession to permit 
a CPA to issue an opinion when 
he is relying entirely on the ex­
amination of another and, in ef­
fect, is merely acting as a con­
tractor utilizing the work of a 
subcontractor and doing none of 
the work himself? Just what is 
the professional service rendered 
by the CPA issuing the opinion?
Apart from the need for the 
proposed revision of Rule 2.01, I 
believe that Mr. Frankel’s fears 
are groundless. The proposed re­
vision will in no way restrict use 
of the services and reports of 
other CPAs but will merely re­
quire the accountant rendering 
the opinion to do a reasonable part 
of the examination himself and, 
beyond that, to make at least a 
minimum inquiry into the inde­
pendence and professional repu­
tation of any other CPA upon 
whom he may rely. It is the intent 
of the proposed revision of Rule
2.01 to prevent abuses, not to re­
strict normal, desirable practices.
J. P. G o e d e r t  
Chicago
CPAs often are asked to advise 
clients on mergers and acquisi­
tions — but they find it hard to 
advise themselves when a pro­
posed merger or acquisition in­
volves their own practices.
There just isn’t much data 
readily available on the purchase, 
sale or merger of practices. There­
fore, Richard C. Rea, CPA, has 
undertaken the development of 
such data under the auspices of 
the committee on management of 
an accounting practice. The re­
sults of his research probably will 
be published as an MAP Bulletin 
on the subject.
He has already started gather­
ing information by contacting all 
persons who have recently in­
serted ads in The Journal of Ac­
countancy seeking to sell, pur­
chase or merge their practices. 
They have been asked if the ads 
were successful and, when a
purchase, sale or merger devel­
oped, what the terms, price and 
conditions of the agreement were. 
To date the responses have been 
surprisingly good.
However, the project will need 
more of these knowledgeable 
sources than it can discover from 
the Journal ads. Therefore, Mr. 
Rea and the committee are ask­
ing all members who have en­
gaged in the purchase, sale or 
merger of a practice to inform 
Mr. Rea about the details of the 
transaction. All information will 
be held in the strictest confidence 
and it will contribute substan­
tially to the development of de­
pendable guidelines for the entire 
profession.
All letters should be addressed 
to Richard C. Rea, MAP Commit­
tee Consultant, American Insti­
tute of CPAs, 666 Fifth Avenue, 
N.Y., N.Y. 10019.
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4s C ouncil m eets :
T h e  APB 
r e views its e lf as . . .
.accounting principles 
make news
Pension plan clears 
last big hurdle
At the time this issue reaches most members, the Institute’s governing body 
will be meeting ( May 4-7) in Miami to consider several momentous issues.
In addition to its regular business, Council will vote on a proposal to establish 
the force and effect of pronouncements of the Accounting Principles Board, and 
a series of recommendations designed to set the maximum size of Council at 
250 members. Since these changes involve amendments to the By-Laws, they will 
be submitted, if approved, to the membership for discussion at the fall annual 
meeting and then to a mail ballot.
The Council will also conduct a new review of the proposed legislative 
program developed over the last four years by committees representing the Insti­
tute and the National Society of Public Accountants.
The Council’s decisions on these major policy issues will be covered in the 
June CPA, which will be published as soon as possible after the meeting.
Members can get the essence of these proposals from stories in the March CPA 
and the news section of the April Journal. As Mr. Carey’s column on page 8 notes, 
feelings run strong on some of these issues. But he suggests strong feelings 
mean a vital profession and he points to some landmark decisions which have 
come out of past problems.
Just before the Council meeting, the APB will have met and decided whether to 
recommend to the Institute’s governing body that the Board’s Charter be 
amended to permit nonmembers of the Institute to serve on the APB.
A copy of the APB’s recently issued Opinion No. 4 (amending No. 2 ), on ac­
counting for the investment credit, has been mailed to all members. CPAs whose 
clients decide that they should now follow a different treatment of the credit may 
have questions on whether this raises a problem in reporting consistency; the 
May Journal comments on this question in Accounting and Auditing Problems.
And members who want to consider the proposal on the status of APB pro­
nouncements in its historical context will be interested in the book announced on 
the insert following page 4 of this CPA. Entitled “The Search for Accounting 
Principles,” it was written by Reed K. Storey, who will become director of 
accounting research in September.
Internal Revenue has approved the AICPA Retirement Program as a “master 
plan” for eligible individuals and firms adopting both the Members’ and Em­
ployee’s Plans. All eligible members will receive an invitation to join the program 
later this year.
The CPA, May 1964. Published monthly except July-August when bimonthly, fo r membership of the AICPA, Inc. Vol. 44, 
No. 5. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York. N. Y.
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Read all about it. The profession’s prospects make headline 
reading in reprint designed for effective recruiting efforts
The headlines on the right 
aren’t news to you.
But they may well be news 
to most students considering a 
choice of careers. The Accounting 
Careers Council thinks so, and it 
is distributing the reprint carry­
ing these headlines to school and 
college groups.
The reprint is an excellent one- 
page discussion of career oppor­
tunities in accounting: accurate, 
enthusiastic and quite readable. 
It appeared first in The Philadel­
phia Inquirer for November 1, 
1963, the result of effective press 
liaison by the Pennsylvania So­
ciety of CPAs.
The Accounting Careers Coun­
cil chose the reprint for its prin­
cipal document to orient students 
to accounting. As such, it replaces 
the now somewhat dated “Young 
Eyes on Accounting.” 
Practitioners personally may al­
so find the reprint useful in ex­
plaining what accounting is today
and what it should develop into 
tomorrow. The reprint is suitable 
for use on bulletin boards, in re­
ception rooms — or for giving to a 
young person trying to choose a
career. Practitioners may secure 
free copies in reasonable quanti­
ties by writing the AICPA order 
department, 666 Fifth Ave., New 
York, N.Y. 10019.
What does the collapse of Allied Crude Oil mean for accounting? AICPA 
committee is studying the question. Here is its first statement
“What’s the story on this Al­
lied Crude situation? Does it af­
fect accounting?”
As a CPA, you have probably 
been on the receiving end of 
this kind of question recently. 
You may find the following mem­
orandum helpful if the matter 
comes up in business or social 
discussions. The memorandum 
was developed by an Institute ad 
hoc committee appointed to fol­
low developments in the case. The 
statement has been approved by 
the chairman of the auditing pro­
cedure committee:
“The business community has 
been shaken by the news of the 
collapse of several brokerage
firms and the further losses which 
have come to light relating to the 
activities of Allied Crude Vege­
table Oil Refining Corporation. 
These losses resulted from bor­
rowings or other transactions by 
Allied based upon warehouse re­
ceipts issued against oil pur­
ported to be owned by Allied 
but which cannot now be lo­
cated. It appears also that some 
receipts may actually have been 
forged.
“Apparently it will be some 
time before all the facts in this 
situation are known. Consequent­
ly any broad conclusions as to 
auditing procedures would be 
premature at this time. It is quite 
natural that many questions are
being asked. How could a fraud 
of such gigantic proportions be 
perpetrated? What are the usual 
safeguards against such a hap­
pening and where did they break 
down?
“In this connection, it might be 
pointed out that in the Allied 
Crude situation, although some 
of the creditors and field ware­
housemen employed independent 
auditors, the financial statements 
of Allied Crude itself were never 
audited.
“The Institute has the matter 
under active study and consider­
ation, and a statement may be 
expected at a future date when 
the facts of the situation have 
been clarified.”
Accounting research project takes on 
a major problem: Pension accounting
• Pension plans — and their costs — have mushroomed in 20 years
• Problems in accounting for them have increased, too
• Just what are the costs? How do you make adjustments?
A current research project is 
cutting through the thicket of 
problems surrounding pension ac­
counting.
Following World War II, pen­
sion plans became a major ele­
ment in union contract negotia­
tions. As a result, the number 
of people and the sums of mon­
ey involved grew rapidly. Pro­
nouncements on the related ac­
counting problems were made 
by the committee on accounting 
procedure, the most recent being 
ARB No. 47, “Accounting for 
Costs of Pension Plans,” issued 
in 1956.
The present research project, 
under the supervision of Ernest L. 
Hicks, CPA, of Arthur Young & 
Company, New York, is exploring 
the subject more thoroughly than 
was possible in the past. It con­
siders, in part, the following ma­
jor issues:
Q u e s t io n s
1. Does the widely used proce­
dure of basing accounting charges 
for pension costs on payments 
lead to a fair presentation of 
financial position and results of 
operations? If accounting charges 
are not based on the amounts 
paid, how should they be de­
termined?
C o n sid e r a t io n s
Accounting by employers for 
the costs of pension plans is cur­
rently subject to wide variations. 
The cost of pension plans charged 
to expense is usually equal to the 
actual amount paid, whether to
a trustee, to an insurance com­
pany for the purchase of annui­
ties, or directly to pensioners.
Some employers consider the 
amount paid ipso facto the prop­
er charge to expense. This view 
is based primarily on legal con­
siderations and on the uncer­
tainties as to the amounts that 
will eventually be paid to pen­
sioners. Other employers see no 
necessary relation between the 
amounts paid in a particular pe­
riod and the amount of the pen­
sion charge appropriate in de­
termining net income. For some 
companies, arriving at a suitable 
charge to income is a major con­
sideration in calculating the an­
nual payments. In other com­
panies, however, the amounts 
paid are based on considerations 
which may be viewed as unre­
lated to accounting; for example, 
the amount of cash available to 
the employer or the level of the 
employer’s earnings.
Objections to present proce­
dures are based primarily on the 
wide variations that may result 
from basing accounting charges 
on payments. For example, if a 
pension plan is funded by pay­
ments to a trustee, there may be 
no payment, and hence no charge 
to operations for a particular 
year. On the other hand, if a 
payment is made, the charge to 
operations may range upward to 
an amount equal to the current 
service cost plus 10 per cent of 
the initial past service cost. Typi­
cal in-between variations are (1) 
current service cost plus interest 
on the unfunded past service cost, 
and (2) current service cost plus
amortization of past service cost 
based on a period of, say, twenty 
or thirty years.
Q u e s t io n s
2. Should the gains and losses, 
resulting from changes in actuar­
ial assumptions and deviations be­
tween actual experience and the 
assumptions, be recognized im­
mediately — or spread over fu­
ture periods? If the gains and 
losses are recognized immedi­
ately, should the amounts be in­
cluded in the calculation of net 
income?
C o n sid e r a t io n s
Pension costs are usually esti­
mated by actuarial calculations 
of the present value of pension 
benefits to be paid in the future. 
The calculations which must be 
made for funding purposes, as 
well as those for accounting pur­
poses, involve complicated tech­
nical factors. A number of signi­
ficant uncertainties concerning 
future events must be tentatively 
resolved by making certain as­
sumptions, such as: the rate of 
return on fund investments, mor­
tality of employees both before 
and after retirement, employee 
turnover and future earnings 
levels of employees.
Although the assumptions do 
not affect the ultimate cost of a 
pension plan, they have an im­
portant effect on present esti­
mates of the cost. As information 
becomes available that modifies 
previous assumptions and esti­
mates, adjustments must be made 
to reflect the changes.
The accounting research study, 
in preparation, considers the 
proper accounting treatment of 
these adjustments, and also 
whether the market values of 
pension fund assets — especially 
marketable securities — or only 
realized gains and losses on in­
vestments should be included in 
pension cost calculations.
C e c i l i a  T ie r n e y ,  CPA 
Accounting Research Division
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When you have a question on ethics, ask 
the Institute for an answer . . .
Do you have a question on 
professional ethics?
Each year members seeking 
guidance on ethical matters send 
in a total of over a thousand in­
quiries. Here’s what the commit­
tee on professional ethics does 
about them.
If a similar question has been 
considered by the committee pre­
viously, the staff will promptly 
answer the inquiry by citing the 
precedent ruling. When there is 
no close precedent, the member’s 
question is referred to the sub­
committee on inquiries, a five- 
man group, appointed to advise 
members on the interpretation of 
the Code of Professional Ethics 
and the ethical implications of 
proposed actions.
After considering the inquiry, 
each subcommittee member sub­
mits his views to the staff assist­
ant, who forwards the subcom­
mittee’s composite opinion to the 
inquirer. ( Summaries of such 
opinions have been published in 
recent issues of The CPA. See 
Oct.63, p.5, Dec.63, p.12, Jan.64, 
p.12 and this issue, p.8.)
In some cases the subcommit­
tee members are not in full agree­
ment or the problem is too com­
plex to be considered by mail. 
Such questions are placed on the 
agenda for the next meeting of 
the subcommittee, and the in­
quirer is so informed.
When the question results in 
an interpretation of the Code 
which would be of general inter­
est to the membership, the sub­
committee refers the question to 
the full sixteen-man ethics com­
mittee. This group may then de­
cide that the question warrants 
the issuance of a formal opinion 
or, on rare occasions, the con­
sideration of the executive com­
mittee or the Council. The in­
quiring member is kept apprised 
of the committee’s deliberations.
By providing this service to the
membership, the ethics commit­
tee hopes to achieve uniform in­
terpretation of and compliance 
with the profession’s ethical stand­
ards.
. . .  or, look it up
This month every member will 
receive a revised copy of the In­
stitute’s By-Laws, objectives, Code 
of Professional Ethics and offi­
cial opinions of the ethics com-
Not many accountancy bills 
were introduced in state legisla­
tures this year — but the propos­
als were quite important.
Bills have been introduced in 
two states which would prohibit 
nonlawyers from representing 
others before state agencies, in­
cluding the tax commission. Pro- 
visions of this kind, which may 
restrict the practice of CPAs, can 
escape notice because they need 
not relate directly to the account­
ancy law or to the state tax code. 
In West Virginia the provision 
turned up in a water resources 
bill and also in a measure relat­
ing to rule-making procedures of 
state agencies; in Kentucky it ap­
peared in a bill which purported 
to be “an act relating to attorneys 
and the practice of law.”
Attempts are being made in 
New York and Rhode Island by 
non-CPAs to obtain CPA certifi­
cates by the legislative route 
rather than by examination. Also, 
in New York and the Virgin 
Islands certain groups are trying 
to re-open enrollment of public 
accountants.
Bills affecting accountancy were 
also introduced in Alaska, the
mittee. Members are urged to fa­
miliarize themselves with this au­
thoritative source of information 
on matters involving Institute 
policies and procedures, and to 
keep it on hand for ready refer­
ence.
It should be noted, however, that 
the Code of Professional Ethics 
and the opinions of the commit­
tee cannot cover every situation 
which a member may encounter 
involving questions of ethical 
conduct. The committee invites 
members to call or write the In­
stitute whenever they are in 
doubt about interpretation of the 
Code or the propriety of a par­
ticular course of action — as the 
preceding story suggests. 
District of Columbia, Georgia, 
Massachusetts, South Dakota and 
Virginia. In addition, many state 
CPA societies are moving into 
high gear in their preparation for 
the 1965 legislative season when 
forty-seven state legislatures will 
meet.
The Institute has been in touch 
with all state CPA societies con­
cerning legislative activity and, 
where appropriate, has offered 
advice and assistance in keeping 
with Institute policy.
Wanted: Questions for 
the CPA Examination
The Institute  would like to  
rece ive  your contributions to  
th e  stockpile o f U n ifo rm  C P A  
Exam ination questions, espe­
c ia lly  those re la ting  to  situa­
tions encountered by  p ra c tic ­
ing C P A s.
Questions should be sent to  
D irec to r o f Education Edw ard
S. Lynn, A IC P A , 6 66  F ifth A v ­
enue, N e w  York, N .Y . 10019.
Legislatures: Few bills but important ones
TWO IMPORTANT NEW PUBLICATIONS 
AVAILABLE TO INSTITUTE MEMBERS
MAP Bulletin No. 2 0 :
HOW TO IMPROVE STAFF MEMBER MOTIVATION
Recent studies in work motivation consistently reveal that style of 
leadership is the key to high productivity. The findings of such 
studies are particularly important to public accounting organizations 
where the work force is a critical factor in the success of a practice.
This new bulletin in the Management of an Accounting Practice 
series reviews the latest theories of work motivation considered to 
be most valid and applicable to public accounting firms. It outlines 
six objectives which are pertinent to public accounting and, by 
applying the theories to an actual review of current practices, it shows 
how such practices may be modified to improve the motivation of 
staff members. Publication date May 2 0 , 1 964 . $ 1 .00
THE SEARCH FOR ACCOUNTING PRINCIPLES 
Today’s Problems in Perspective
by Reed K. Storey
This important new study merits the attention of every member 
of the accounting profession.
Principles of accounting are and have long been the subject of 
disagreement among accountants. Much progress has been made in 
the formulation of accounting principles in recent years and although 
the basic problem—the absence of an authoritative code of generally 
accepted accounting principles—still exists, it is a different problem.
In this special study, Mr. Storey traces the development of ac­
counting principles in the United States since 1930. He outlines the 
foundation of these principles and the circumstances and atmosphere 
in which they were developed. He also explains why existing prin­
ciples may be considered inadequate in the light of the requirements 
of modern business and discusses what has been done as well as what 
remains to be done to fill this important need.
Publication date April 1 5 , 1964 . $1 .50
Y O U  M A Y  O R D E R  BY M E A N S  O F  T H E  C O U P O N  B E L O W
A M ER ICA N  IN S TITU TE  O F CERTIFIED PUBLIC A C C O U N T A N T S  
666 F IFTH  A VE NU E , N E W  YORK. N E W  YORK 10019
Gentlemen: Please send postpaid, as soon as available, the new publi­
cations indicated below. Payment is enclosed.
-—  copies of HOW  TO IMPROVE STAFF MEMBER MOTIVATION at $1.00.
------copies of THE SEARCH FOR ACCOUNTING PRINCIPLES at $1.50.
n a m e  ________________________________________________________________________________________________
FIRM ______________________________________________________________________________________________
( i f  p art o f m ailing address)
ADDRESS__ ________________________________  ___________________________________________________________
C IT Y __________________________________ STATE________________________________ ZIP  C O D E ________________
D Check here if you also wish to receive a post binder for MAP 
bulletins at $3.00.
(Please add 4% sales tax in New York City.)
Profession will preview itself ca. 1975  
at 1964 meeting: This is the schedule
Here’s the timetable on the 
annual meeting in Miami:
It’s less than six months away, 
it took six years to prepare, and 
it will look a decade ahead to 
preview what’s in store for CPAs.
A glance at the schedule be­
low shows this new look in the 
annual meeting. Monday, the 
first official day, will be devoted 
to the business meeting — and if 
Council approves the resolutions 
it is considering this May (page 
1), members will be debating 
matters of historical importance.
At the technical sessions on the 
following days, CPAs will see a 
preview of their own world of 
tomorrow. Each of the sessions 
will make a forecast about a ma­
jor aspect of the profession in 
1975. These sessions will mark 
the first full-scale presentation of 
the work of the Institute’s long- 
range objectives committee. At 
the luncheons on Tuesday and 
Wednesday distinguished nation­
al figures will speak on the broad 
political and economic outlook 
for 1975.
The schedule:
Monday, October 5:
Annual business meeting, instal­
lation and awards luncheon
Tuesday, October 6:
a .m . General Session:
The new face of America, the 
new challenge to American 
business, and the mission of 
professional men 
p.m . Simultaneous Sessions:
The future of tax practice 
The future of management serv­
ices
The future of the attest function
Wednesday, October 7:
The structure of the profession 
Education and personnel 
The maintenance of standards
Ample time is also allotted for 
fun and sun. The scheduled so­
cial program extends from Sun­
day, October 4, to Wednesday, 
October 7. Activities will include 
an oceanside reception, special 
tours, entertainment and lunch­
eons for members’ wives, and a 
banquet.
Members who want to take ad­
vantage of postconvention air 
and sea tours of the neighboring 
islands should make direct ap­
plication to Worldwide Travel
In the first year since its re­
organization the Institute’s Trial 
Board has heard charges against
12 members. Cases now are heard 
by 5-member sub-boards which 
may meet at any time and in any 
part of the country. Previously 
the 21-member Board would sit 
in plenary session twice a year, 
usually when the Council met.
Four of the 12 cases heard in 
the past year involved tax eva­
sion — either failure to file a re­
turn or the filing of a fraudulent 
return. Four other cases con­
cerned violations of reporting 
standards. Two cases involved 
acts discreditable to the profes­
sion and two others concerned in­
fringements of the ethical pro­
hibitions against advertising and 
solicitation.
Actions of the sub-boards re­
sulted in the expulsion of 5 mem­
bers, the suspension of 4 and the 
admonition of 3. In one case the 
sub-board decided that the ac­
count of its findings published in 
The CPA should reveal the re­
spondent’s name.
The new procedures enable re­
spondents to request a review by 
the full Trial Board of the find­
ings of a sub-board. Such requests 
may be granted by an ad hoc 
committee, consisting of Trial
Service Corporation, Mercury 
Building, 1925 K Street, N.W., 
Washington, D.C., 20006.
Complete details of the 1964 
annual meeting will be pub­
lished in an upcoming issue of 
The CPA which will include a 
postcard request form for reser­
vations.
CPAs who believe in long-range 
planning may wish to make note 
of the scheduled locations for fu­
ture meetings: 1965, Dallas, Tex­
as; 1966, Boston, Mass.; 1967, 
Portland, Oregon; 1968, Washing­
ton, D.C.; 1969, Los Angeles, 
Calif.
Board members who did not par­
ticipate in the original hearing. 
Two members have requested 
such reviews and in each case 
the ad hoc committee denied the 
request.
Seven of the 12 members in­
volved did not come before the 
sub-boards to defend themselves 
and 5 members appeared in their 
own defense, 3 of them with 
counsel.
In addition to these, 8 new 
prima facie cases have been 
established by the committee on 
professional ethics, and the ex­
ecutive committee has authorized 
the summoning of the members 
involved to appear before the 
Trial Board. These cases will be 
heard by sub-boards within the 
next two months.
The decentralization of the 
Trial Board appears to work well. 
Under the new procedures, trials 
are conducted in places that are 
readily accessible to the respond­
ents and to the board members. 
Cases are heard promptly and the 
respondents are given every op­
portunity to answer the charges. 
The number of cases coming to 
trial is increasing as the member­
ship grows, but only a minute per­
centage of the Institute’s mem­
bers is involved.
Reorganized Trial Board functions smoothly, 
hears twelve cases in as many months
THE 
MAY 
CPA/PAG
E 
7
TH
E 
MA
Y 
CP
A/
PA
G
E 
8
The Problem with Problems
e v e r  b e fo r e  h a v e  so m a n y  fe lt  so s tro n g ly  on  so m a n y  p ro fe ss io n a l 
issu es.
The number of proposals to be debated at the current meeting of 
Council is no cause for alarm. On the contrary, it is a sign of health. 
The Institute is simply facing up to many important problems—and 
attempting to solve them.
Some problems exist for a long time before they become visible 
and demand attention. Other problems may be visible but appear 
to be insoluble—until intensive study reveals the possibility of solu­
tions. And some new problems arise out of the changing environment.
We have problems of every variety.
When a solution is proposed, it is axiomatic that not everyone will 
agree with it immediately. In the first place it involves change and 
people resist change — quite properly — until they are fully satisfied that 
the new position will be better than the old. Moreover, some pro­
posed solutions are so complex that time is needed for mental 
digestion.
Problem-solving is further complicated by the difficulty of com­
munication. The same words often mean different things to different 
people. Some people jump to conclusions without reading the fine 
print, and oppose suggested solutions for reasons completely un­
related to the real issues. The obstacles to effective communication 
sometimes seem insuperable in an organization of nearly 50,000 
members.
Finally, the proposed solution may not be the right one—or even 
be a good one. If so, it must go back for improvement.
Or, as Gertrude Stein might have seen the situation, the problem 
of solving a problem . . .  is a problem.
But progress doesn’t begin until somebody formulates a proposed 
solution and exposes it for comment. There is nothing to debate 
without at least a tentative draft of a proposal. Reducing a proposal 
to writing reveals the practical difficulties in an idea that sounded 
just dandy when expressed briefly in general terms.
Normally, the staff or a subcommittee drafts a proposal for solu­
tion of a problem under instructions from the committee initiating 
the idea. Then the full committee operates on it. Legal counsel re­
views it if necessary. By the time a proposal is ready for presentation 
to Council, it has gone through many drafts. This refined draft goes 
to all members of Council in advance of a meeting and through them 
reaches state societies and others. All members are informed of its 
essence through The CPA.
Then the debate begins. All concerned argue the issue with their 
Council members. The Council meeting examines the proposition at 
whatever length may be necessary. Sometimes decision is deferred. 
Eventually the proposal is approved — or rejected.
Despite the difficulties, this process has resulted in some land­
mark decisions:
• 1939: Approval of Exten­
sions of Auditing Procedure, re­
quiring observation of invento­
ries and confirmation of receiv­
ables.
• 1949: Approval of State­
ment on Auditing Procedure No. 
23, requiring an auditor either to 
express an opinion or deny one, 
and say why.
• 1956: Approval of statement 
of policy on regulatory legisla­
tion.
• 1962: Approval of the rule 
of ethics on independence.
Many members will remember 
the arguments that raged over 
these proposals.
A great many equally complex 
proposals will have to be con­
sidered in the next few years— 
some of them involving changes 
in fundamental concepts which 
have long been accepted, with 
regard to education, the scope 
and nature of accounting prac­
tice, relationships with govern­
ment and other groups, organiza­
tional policies and programs.
If the debates over such pro­
posals are conducted in the 
proper spirit, sound solutions will 
ultimately emerge—as they have 
in the past. However, if they en­
gender bitterness, the organiza­
tion could be weakened — or ren­
dered ineffective because no one 
dared even to raise a question 
which might create dissension.
The Institute might then sink 
to the level of organizations 
which try to make everybody 
happy by avoiding any disagree­
able problem in the hope that it 
will go away. It might then pur­
sue its routine tasks in peace.
But after a while nobody 
would be interested in it.
CPA Examination Dates
1964— M a y  13, 14, 15 
N o ve m b er 4, 5, 6
1965— M a y  12, 13, 14 
N o ve m b er 3, 4, 5
What beginning CPAs need to know may be in the cards
Common Body Study uses novel 
technique to get answers 
from a distinguished panel
What areas of knowledge are 
most important for a CPA just 
starting his career?
A deck of 53 “playing cards” 
may hold the answers to this 
question posed by the Study of 
the Common Body of Knowledge 
for CPAs.
Each 3-by-5-inch card is print­
ed with a subject which has some 
significance to the CPA, such as 
“Business and Industrial Manage­
ment-Introductory Level,” “Al­
gebra,” “Auditing Principles, 
Standards, Ethics,” “English Lit­
erature,” “Corporation Finance- 
Introductory Level,” etc. (see ex­
ample, this page).
A selected sample of leading 
CPAs and non-CPAs in account­
ing, education, business and gov­
ernment have been asked to 
rank these cards in order—using 
as their criterion how important 
they think each subject is to the 
beginning CPA.
The Common Body staff will 
then see how these decks stack 
up according to the professional
backgrounds of the participants 
—who were not required to give 
their names but were asked to 
give data on their education and 
their occupational specialties.
Prior to the mailing of these 
cards, a questionnaire on public 
accounting practice in the United
States was sent to more than 
3,400 firms having Institute mem­
bers ( The CPA, Feb.64, p.5). 
Those who have received this 
questionnaire and have not re­
turned it are urged to do so as 
soon as possible so their data can 
be included in the Study.
Seminar courses for spring and summer get “new look,” cover 
new topics. Tax programs discuss 1964  Revenue Act
CPAs who want to continue their 
professional education throughout 
the spring and summer will have 
an abundance of seminar courses 
from which to choose.
Eight courses are being revised 
or updated for presentation in 
the coming months by state so­
ciety organizations. These include 
all the courses in the Generally 
Accepted Auditing Standards se­
ries: “General Standards,” “Stand­
ards of Field Work,” and “Stand­
ards of Reporting.” New case 
problems have been added. Ex­
isting cases and course material 
have been updated to reflect the 
pronouncements contained in 
Statements on Auditing Proce­
dure No. 33.
The tax seminars scheduled for 
spring and summer have been 
supplemented, where necessary, 
to indicate the effect of the 1964 
Revenue Act and to show how 
changes in rates may affect con­
siderations in tax planning.
Five new seminar courses are 
slated for completion this spring 
and summer. The first, scheduled
for initial presentation on May 1, 
is a one-day course entitled 
“Cash-Flow Analysis and the 
Funds Statement.” The other 
courses, which are in varying 
stages of preparation, are: “Im­
proving Profits Through Cost Re­
duction,” “Effective Tax Plan­
ning—Problems of Partnerships,” 
“Allocation of Income Taxes,” and 
“Depreciation Problems.”
Members may get further in­
formation from the Institute’s 
PD Division, AICPA, 666 Fifth 
Avenue, New York, N.Y. 10019.
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Q. Several members ask if they 
may pool their funds and estab­
lish a separate organization to 
perform statistical tabulating serv­
ices for their clients.
A. The committee thinks that 
members may properly conduct 
statistical tabulating service bu­
reaus. However, the committee 
holds that since such organiza­
tions render “services of a type 
performed by public account­
ants,” under Rule 4.05, they must 
be conducted in conformity with 
the Institute’s By-Laws and Code 
of Professional Ethics. Therefore, 
any such organization in which a 
member has an interest would 
not be permitted to do things 
which other practicing members 
are prohibited from doing, such
as advertising, soliciting business, 
or practicing in corporate form. 
(See Opinion No. 7 of the ethics 
committee.)
Q. A member asks if stock own­
ership in a Small Business In­
vestment Company would impair 
his independence with respect to 
a client who borrows from the 
investment company.
A. Whereas the member’s stock 
ownership represents a direct 
financial interest in the Small 
Business Investment Company, 
and renders him not independent 
with respect to that company, his 
interest in an enterprise which 
borrows from the SBIC would be
considered indirect. Therefore, 
unless the indirect financial in­
terest in the client is material, the 
member’s independence would 
not be jeopardized.
Q. A member asks if ownership 
of one share of stock in a country 
club, which is a requirement for 
membership in the club, pre­
cludes him from expressing an 
independent opinion on the club’s 
financial statements.
A. The committee ruled that a 
member’s ownership of stock in a 
nonprofit social club, held merely 
as a requirement for membership 
in the club, would not impair his 
independence as auditor.
The subcommittee on inquiries cannot render formal opinions for 
the entire committee on professional ethics. However, the above 
summaries of the questions and of the subcommittee’s answers 
may serve as useful guides to members who face similar problems.
M AY 1964
Second class postage paid at New York, N. Y. 
The CPA is the membership bulletin of the Ameri­
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Council actions:
Council appraises 
status of 
APB Opinions . . .
. . . then adopts 
this resolution
President appoints 
committee
Council approves 
plan to keep itself 
at an efficient size
As the Council’s spring meeting comes to a close, this issue of The CPA is 
being rushed out to give you a flash report on what happened.
For nearly ten hours at the Boca Raton, Florida, meeting, Council debated how 
members should regard APB pronouncements and the relationship between 
those pronouncements and the phrase “generally accepted accounting princi­
ples.” The Institute’s governing body directed much consideration to the 
executive committee’s proposal (see March CPA), with particular emphasis 
on various methods of implementation.
President Clifford V. Heimbucher ruled that everyone who wished to speak 
should have the opportunity to be heard on a matter of this importance. Some 
43 Institute members, including every former president at the meeting, ad­
dressed Council — impressive, compared with the attendance figures below.
This searching examination demonstrated (1) the complexity of the matter, (2) 
the magnitude of its importance, (3) considerable diversity of thought on the 
implementation of any proposal but (4) a considerable consensus on the objec­
tives to be reached. With these points emerging from the discussion, the 
following resolution was introduced — and substantially supported by a vote:
RESO LVED  — That it is the sense of this Council that 
reports of members should disclose material departures 
from opinions of the Accounting Principles Board, and 
that the President is hereby authorized to appoint a 
special committee to recommend to Council appropriate 
methods of implementing the substance of this resolution.
Mr. Heimbucher immediately began selecting a small group of distinguished 
CPAs, who have not served on the APB or recently on the executive committee, 
to serve as the special committee authorized in the resolution. He further indi­
cated that if this group can achieve substantial progress over the summer, he will 
call a two-day meeting of Council immediately preceding the annual meeting.
Council proved itself an active representative body — with unlimited and 
lively debate. Attendance ran high, too. An impressive percentage of members 
came to the meeting: officers, 100 per cent; members at large, 100 per cent; 
elected members, 92 per cent; state society presidents or presidents-elect, 91 
per cent; former AICPA presidents, 60 per cent.
But enthusiastic turnouts and a steadily growing Institute membership could 
result in a Council of unwieldy size since it grows partly in relation to increases
The CPA, June 1964. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 44, 
No. 6. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
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Ethics changes 
submitted to m em bers
Council reviews 
legislative policy
Looking around the 
professional scene . . .
. . . and looking 
ahead at the 
annual meeting
in the number of Institute members. I f  everyone authorized came to the 1980 
meeting, at least 320 voting members would be present.
Council therefore adopted in principle a multipart program designed to: 
maintain Council at an effective size — at a maximum of around 250; place a 
ceiling on the number of Council members elected on the basis of AICPA 
membership in the states at the end of the 1964-65 fiscal year and reapportion 
that number every five years thereafter beginning with the election of 1971; 
guarantee each state at least two elected members; increase the number of mem­
bers at large from 9 to 21; permit former members of Council to serve on the 
executive committee and grant them ex officio Council status during such service. 
Council will vote on the specific By-Law changes by mail ballot after which the 
program will be submitted to the full AICPA membership.
Council approved four proposed amendments to the Ethics Code. The changes 
would (1 )  establish the degree to which a member could rely on other account­
ant’s work in expressing an opinion, (2 )  require expression of an adverse opinion 
when appropriate, (3 )  specify the meaning of “laity” in the rule regarding com­
missions, etc., and (4 )  clarify certain conditions with respect to names of 
partnerships. The full texts, which will be sent out with summaries of the 
annual meeting discussion for membership ballot, appear on page 10.
The Council also discussed whether or not persons offering bookkeeping and 
other related services to the public should be licensed as proposed in a “joint 
report” developed by committees representing the Institute and the National 
Society of Public Accountants ( see M arch C PA ).
The debate was prompted by a resolution which would have placed the 
Institute on record as not being opposed to the licensing of such persons under 
certain conditions.
Council turned down this resolution. However, in keeping with an earlier 
policy statement committing the Institute to encourage friendly relations with 
those entitled to call themselves “public accountants,” it authorized continued 
discussions with the NSPA — with the proviso that no agreements should be 
reached without further action by Council and prior consultation with the state 
societies.
Can CPA-client communications enjoy a privileged legal status? Can efficient 
machinery be established for management services referrals — while still safe­
guarding the interests of all parties?
These questions are a sampler of what’s inside on pages 3, 4, and 9 — capsule 
summaries drawn from reports to Council on activities of the Institute’s prin­
cipal committees.
The profession meets this year in Miami. As the insert on pages 5-8 suggests, it 
should be both pleasant and stimulating there in October. The profession’s long- 
range objectives will be highlighted. Informed crystal-gazing on the future 
for CPAs will be presented in the technical sessions. The insert contains a 
hotel reservation-request form. Advance registration forms may also be ordered 
through the insert.
Reports to Council provide a panorama of the profession
The Institute’s senior commit­
tees made presentations to Coun­
cil giving the essentials of their 
activities over the past seven 
months. Scan through the follow­
ing pages for capsule accounts on 
the professional activities which 
interest you.
E d u c a tio n
The Common Body of Knowl­
edge Commission is using a bat­
tery of approaches to discover 
what every CPA should know 
when he begins practice:
• A questionnaire designed to 
contrast the nature of present 
public accounting practices with 
those of ten to fifteen years ago
• A deck of “playing cards” to 
be used to collect opinions as to 
the subjects which are most im­
portant for beginning CPAs
• An intensive review of sub­
ject matter offered to accounting 
students around the country
• Depth interviews with knowl­
edgeable accountants and users 
of accounting
• Correspondence with prom­
ising young CPAs asking such 
questions as: How has your pro­
fessional practice made use of 
your education? How have you 
continued your education since 
graduation? To what extent do 
you participate in the activities 
of various organizations?
Professors of accounting and 
Ph.D. candidates who propose 
promising research topics in ac­
counting will receive grants from 
the Institute as the result of Coun­
cil approval of an appropriation 
of $10,000 based on a recommen­
dation by the committee on re­
lations with universities.
The grants-in-aid should:
• Provide financial assistance 
for research and writing and for 
publication of monographs re­
sulting from such research
• Help induce highly compe­
tent people to prepare for careers 
as college professors of account­
ing
• Benefit the profession by 
furthering research in depth.
Record totals of candidates and 
papers for the November 1963 
examination were reported by the 
Board of Examiners.
Work on the preparation of 
future examinations is satisfac­
torily advanced.
An optical scanning grading 
machine was used for the first 
time in the May 1964 examina­
tion to grade the objective ques­
tions of the commercial law ex­
amination — see story on page 11.
A c c o u n t in g  P r in c ip l e s
The Accounting Principles 
Board has approved two opinions 
and given wide exposure to a 
tentative third one.
Opinion No. 3, “The Statement 
of Source and Application of 
Funds,” was unanimously ap­
proved and received wide distri­
bution and support in the finan­
cial community.
Opinion No. 4, an amendment 
of Opinion No. 2, “Accounting 
for the Investment Credit,’ ” was 
also approved. It states that (1) 
spreading the credit over the 
lives of the related depreciable 
assets or (2) inclusion of the 
credit in income for the year in 
which the credit arises are ac­
ceptable methods of accounting.
The proposed opinion on “Re­
porting of Leases in the Financial 
Statements of the Lessee” was 
given wide exposure among busi­
ness and financial entities as well 
as in the accounting profession. It 
sustains the position previously 
expressed in Accounting Research 
Bulletin No. 43, Chapter 14, but 
requires more extensive disclo­
sure of lease rental requirements 
and sets forth more specific cri­
teria for identification of install­
ment purchases in the form of 
leases which should be capital­
ized.
Among the studies in various 
stages of preparation by the ac­
counting research division are: 
accounting for cost of pension 
plans, reporting of income taxes 
in corporate financial statements, 
intercorporate investments and ac­
counting for goodwill.
M a n a g e m e n t  o f  a n  
A c c o u n tin g  P r a c t ic e
How can you improve the mo­
tivation of staff members? MAP 
Bulletin No. 20, available the end 
of this month, applies the latest 
theories of work motivation to 
current practice.
Other bulletins scheduled by 
the committee include: “Internal 
Communications,” “External Com­
munications,” “How to Finance 
an Accounting Practice” and “Re­
cruiting.”
In addition, Richard C. Rea, a 
special consultant to the commit­
tee, is researching the subject of 
buying and selling accounting 
practices.
A u d it in g  P r o c e d u r e
Among its activities since the 
last report to Council, the com­
mittee on auditing procedure has:
• Drafted a proposed state­
ment on auditing procedure ten­
tatively entitled, “Competent Ev­
idential Matter — Long-term In­
vestments,” to cover reporting 
problems on audits of bank hold­
ing companies, SBICs and similar 
situations
• Considered, at a joint meet­
ing with the committee on pro­
fessional ethics, a form of ac­
countant’s report to be used when 
the auditor continues to make 
examinations when he is consid­
ered not independent under Rule
1.01 of the Code of Professional 
Ethics
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• Prepared a revised document 
dealing with “letters to under­
writers” required under SEC reg­
istrations
• Prepared a proposed article 
for publication by The Journal 
(or other financial magazines) 
which discusses the client’s presi­
dent’s letter and other annual 
report financial data.
F e d e r a l  G o v e r n m e n t
The senior committee on rela­
tions with the Federal Govern­
ment considers the following mat­
ters to be of major concern:
• Compliance work — the com­
mittee reaffirmed its position that 
compliance work should be en­
couraged as long as the account­
ant’s area of responsibility is clear­
ly defined and his skills equip 
him for the task.
• Agency deviations from gen­
erally accepted accounting prin­
ciples — deviations in this area 
occur in many agencies and are 
receiving continuing attention.
• Organization of committee 
components — the senior commit­
tee recommended the creation of 
a consultant position for the De­
partment of Health, Education 
and Welfare with continuing at­
tention to one of its subagencies, 
the Office of Education. Other 
new areas discussed: Federal Avi­
ation Agency, Agency for Inter­
national Development.
• Substandard reporting — such 
cases were rare in 1963-64 and 
the committee believes that exist­
ing Institute machinery is ade­
quate for the job.
F e d e r a l  T a x a t io n
In the area of tax administra­
tion, the committee on Federal 
taxation is conducting a compre­
hensive review of the Revenue 
Service’s administrative settlement 
process. A survey is in process to 
determine the experiences of the 
members of the committee on 
this subject.
This survey is intended to pro­
vide a basis for formal recom­
mendations to the Commissioner.
Seven months after the adop­
tion of the program for issuance 
of Statements on Responsibilities 
in Tax Practice, the exposure 
draft of proposed Statement No.
1 was distributed. A subcommit­
tee is now meeting to consider 
comments received on the draft 
and to determine what action 
should be taken on it. Eight other 
proposed statements are in vari­
ous stages of development and 
an exposure draft on proposed 
Statement No. 2 is nearing com­
pletion.
A new set of recommendations 
for amendments to the Internal 
Revenue Code will be submitted 
to Congress late this year or early 
next year by the committee on 
Federal taxation. The last formal 
presentation to the Senate Fi­
nance Committee was on De­
cember 5, 1963, when the com­
mittee endorsed, with certain 
modifications, HR 8363 ( the 
Revenue Act of 1964).
S t a t e  S o c ie t ie s
Growth and change in the pro­
fession’s organizations call for a 
re-examination of relations be­
tween the state societies and the 
Institute.
The new approach stresses three 
major principles:
• The Institute and the socie­
ties are independent and autono­
mous bodies each with an obliga­
tion to provide certain services to 
its own members.
• Co-operation between the In­
stitute and the societies is essen­
tial to the growth of the profes­
sion.
• The Institute will maintain 
liaison and will provide such serv­
ices as requested within the lim­
itations imposed by manpower, 
time and budget available.
However, the diversity of needs 
of the state societies suggests that, 
in seeking to advance these prin­
ciples, the Institute must be 
selective. Consequently, in the 
next few years, AICPA will seek 
to concentrate its efforts in or­
ganizing Institute - state society 
co-operation on a few vital is­
sues, e.g., the ever-present prob­
lem of resisting assaults upon the 
legislative standards of the pro­
fession, and the increasingly ur­
gent problem of improving the 
profession’s machinery for self- 
discipline.
But a fast-growing profession 
means fast-changing needs — and 
the Institute looks to the societies 
to initiate requests for new serv­
ices from the profession’s national 
organization.
M a n a g e m e n t  S e r v ic e s
Since its last report to Council, 
the committee on management 
services by CPAs has:
• Reviewed the questions of 
scope and competence, along with 
other matters of professional con­
duct and performance, in man­
agement services engagements. A 
subcommittee is presently in the 
process of drafting a statement on 
scope and also one on compe­
tence.
• Considered a subcommittee 
report and recommendation on 
developing an adequate machin­
ery for referrals. However, the 
problems inherent in balancing 
fears of encroachment, restraint 
of trade and client interest have 
delayed the project.
• Approved for later publica­
tion the first of a new series of 
technical studies in management 
services, “Cost Analysis for Prod­
uct Line Decisions.”
S t a t e  L e g is l a t io n
The committee on state legis­
lation is developing a program 
to advance the Council-adopted 
objective of bringing about uni­
form national standards on:
• Requirements for the issu­
ance of CPA certificates
• Freedom of movement in 
interstate and international ac­
counting practice
• Codes of ethics and enforce­
ment procedures
(Continued on page 9)
(Continued from page 4)
The committee on state legis­
lation has devoted much atten­
tion to the Institute’s role in fa­
miliarizing state societies with 
methods of fostering beneficial 
legislation.
In addition, the committee has 
considered these key questions:
1. Should the experience re­
quirement for certification be met 
exclusively in the public practice 
of accounting; or should experi­
ence obtained in government ac­
counting be recognized also?
The committee recognized that 
as the educational requirements 
for certification increased, the ex­
act length and nature of experi­
ence became less significant. The 
final view: The question should 
be kept under continuing sur­
veillance by the Institute and the 
various committees concerned.
2. Should a provision be added 
to the “Form of Regulatory Pub­
lic Accountancy Bill” which would 
make communications between 
CPAs and their clients privileged?
The committee reaffirmed its 
approval in principle of including 
such a provision in the bill.
P r o f e s s io n a l  D e v e l o p m e n t
Enrollments in professional de­
velopment courses for the fiscal 
year ended August 31, 1963 were 
9,315; enrollments for the current 
fiscal year should easily surpass 
this mark.
For the calendar year 1963, the 
PD division set a goal of one- 
enrollment - for - every - five mem­
bers. Thanks primarily to the ef­
forts of the twenty-nine state so­
cieties which attained or exceeded 
the one-in-five goal, the national 
average was 20.6 per cent — 11,­
534 enrollments compared with 
55,894 resident members of the 
various state societies. Based on 
these favorable indications of 
members’ interest, the division 
has raised its goal to one enroll­
ment for every four members.
The state societies must con­
tinue to play an important role in 
this program; only through their
whole-hearted support can the 
program hope to progress.
During the fiscal year 1963-64, 
the PD division embarked upon 
its most ambitious program of 
course development and prepara­
tion in its five-year history. Ten 
new courses were scheduled for 
preparation and completion. Five 
of these have been substantially 
completed and strong progress has 
been made on the remaining five. 
When these courses are complet­
ed, the PD division will have 
prepared thirty courses represent­
ing fifty-six days of course in­
struction.
P r a c t ic e  R e v ie w
The number of reports exam­
ined by the committee on prac­
tice review has been enough to 
“keep it active” but the number 
of members submitting reports is 
“not as large as desired.”
Since its organization eighteen 
months ago, the committee has 
had sixty-six review cases submit­
ted to it for consideration. This 
limited number of reports sug­
gests that “the surface has barely 
been scratched” and that “initia­
tion and pursuit of similar activi­
ties by all state societies is most 
desirable.”
At the latest count twenty-two 
out of fifty-three state societies 
had active programs or were in 
the process of activating pro­
grams.
However, the Institute’s com­
mittee on practice review sug­
gests that certain of these pro­
grams may pose legal liability 
problems (1) as to accountants’ 
responsibility from the viewpoint 
of the reporting auditor and (2) 
as to libel from the standpoint 
of the society’s practice review 
committee.
The programs in question are 
of the type “where a practice re­
view committee receives a report 
from a bank and returns review 
comments to the bank, the receipt 
and return being made through 
an intermediary representative or 
co-ordinator of the bankers’ asso­
Elected to the Trial Board
Richard S. C ham berla in , 
Massachusetts  
C le tus  F. Chizek, Indiana  
Jam es P. Doyle, Iowa  
A rth u r B. Foye, N e w  York
I. H .  Krekstein, Pennsylvania 
Law rence J . Scully, 
Pennsylvania 
R o b ert M . W illiam s,
A rizon a
ciation. In submitting the report, 
the bank or the intermediary de­
letes the name of the company 
and of the auditors and disguises 
the report contents to prevent 
identification. After receiving the 
practice review committee com­
ments, the bank may or may not 
discuss them with the reporting 
auditor. . . . Under this procedure, 
the reporting auditor is never in 
communication with the practice 
review committee to express his 
views or to give background in­
formation on the items in ques­
tion, and except by chance he 
will not receive the review com­
ments of the accountants’ com­
mittee.”
Several societies, such as New 
York and New Jersey, have found 
the Institute’s plan overcomes 
these possible liability problems.
P r o f e s s io n a l  E t h ic s
The committee has under con­
sideration the language of a dis­
claimer to be used by an auditor 
who is not considered independ­
ent under the Institute’s new 
Rule 1.01. When final agreement 
on such language is reached, it 
will be published in The CPA as 
a numbered opinion.
At its meeting in December 
1963, the committee approved for 
submission to the executive com­
mittee and to Council four pro­
posed amendments to the Code 
of Professional Ethics — see texts 
on page 10.
In the last year the committee 
has considered forty-eight com­
plaints against members of the 
Institute for alleged violations of 
the Code and By-Laws.
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Leadership changes in PD program
William Salowe has been named 
to succeed Louis W. Matusiak as 
director of the Institute’s profes­
sional development division.
Mr. Salowe joined the Institute 
in 1959 as a technical assistant in 
the professional development di­
vision. He became a manager in 
the division in 1962 and assistant 
division director in 1963.
A member of the Institute since 
1956, and of the New Jersey Soci­
ety of CPAs, Mr. Salowe received 
his M.B.A. in accounting from 
Rutgers University in 1960 and a
B.S. in commerce from the Uni­
versity of North Carolina in 1941, 
where he was elected to Phi Beta 
Kappa.
Robert Sempier, manager, au­
diting procedure, and prior to 
that, manager, management of an 
accounting practice, will fill the 
position of assistant director, PD
division. He is an AICPA mem­
ber, an honor graduate of Fair­
leigh Dickinson University 
(M.B.A. in accounting) and an 
active committeeman in the New 
Jersey Society of CPAs.
Mr. Matusiak, who was the 
first director of the division when 
it was started in 1958, will re­
main as division director until 
August 1, the effective date of his 
resignation. At that time he will 
become a partner in the Chicago- 
based firm of Alexander Grant
& Co.
Members Will Vote on These Amendments to Code of Ethics
Proposed Rule 2.01
" A  m em b er or associate shall not 
express his opinion on financial 
statem ents unless th e y  have been  
exam ined by  him, or by a m em ­
ber or em p lo yee  o f his firm , on 
a basis consistent w ith  th e  re ­
quirem ents o f Rule 2 .0 2 .
"In  ob ta in ing  sufficient in fo rm a­
tion to  w a rra n t expression o f an 
opinion he m ay utilize, in p a rt, to  
th e  exten t a p p ro p ria te  in the  
circumstances, the  reports or 
oth er ev idence o f aud iting  work  
perfo rm ed  by another certified  
public  accountant, or firm  o f  
public  accountants a t least one  
o f whom  is a c ertified  public  
accountant, who is authorized to  
practice  in a state  or te rrito ry  
o f th e  U n ited  States or the Dis­
tr ic t  o f  C o lu m b ia , and whose 
independence and professional 
re p u ta tio n  he has ascertained to  
his satisfaction.
" A  m em b er or associate m ay  
also utilize, in p a rt, to  th e  exten t 
a p p ro p ria te  in th e  circumstances, 
th e  work o f public  accountants  
in o th er countries, but th e  m em ­
ber or associate so doing must 
satisfy himself th a t th e  p e r­
son or firm  is qua lified  and in­
d ep en d en t, th a t such work is 
p erfo rm ed  in accordance w ith  
generally  a cc ep ted  auditing  
standards, as prevailing in the  
U n ited  States, and th a t finan­
cial s tatem ents are  p rep a red  in 
accordance w ith  generally  ac ­
c e p ted  accounting principles, as 
prevailing in th e  U n ited  States, 
or are  accom pan ied  by  the  in­
fo rm atio n  necessary to  bring the  
statem ents in to  accord w ith  such 
principles."
Proposed Rule 2 .03  
" A  m em b er or associate sha!l 
not p e rm it his nam e to  be 
associated w ith  statem ents pur­
porting  to  show financial posi­
tion  or results o f operations in 
such a m anner as to  im ply  th a t  
he is acting  as an indep en d en t 
public  accountan t unless he 
shall:
(a) express an unqualified op in ­
ion; or
(b) express a qua lified  op in ­
ion; or
(c) express an adverse op in ­
ion; or
(d) disclaim  an opinion on th e  
statem ents taken as a whole and  
in d ica te  c learly  his reasons th e re ­
fo r; or
(e) when unaudited  financial 
statem ents a re  presented on his 
stationery  w ith o u t his com m ents, 
disclose prom inently  on each  
p ag e  o f t he financial statem ents  
th a t th ey  w ere not a u d ite d ."
Proposed Rule 3 .0 4
"Commissions, brokerage, o r o th ­
e r p a rtic ip a tio n  in th e  fees or 
profits  o f professional work shall 
not be allow ed or paid  d ire c tly  
or in d irectly  by  a m em b er or as­
sociate to  any individual or firm
n ot regu larly  en g ag ed  or em ­
ployed in th e  p ra ctice  o f public  
accounting as a principal occu­
pation .
"Com m issions, brokerage, o r o th ­
e r p a rtic ip a tio n  in th e  fees, 
charges or profits  o f work rec­
om m ended or tu rned  over to  
any individual or firm  not regu­
larly  e n g ag ed  or em p lo yed in 
th e  p ractice  o f public  account­
ing as a principal occupation , as 
in c id en t to  services fo r  clients, 
shall not be a cc ep ted  d ire c tly  or 
in d irectly  by  a m em ber or asso­
c ia te ."
Proposed Rule 4 .02
" A  m em b er or associate shall 
not p ractice  in th e  nam e o f an­
o th er unless he is in partnership  
w ith him or in his em ploy, nor 
shall he allow  any person to  p rac ­
tice  in his nam e who is not in 
partnership  w ith  him or in his 
em ploy.
"This rule shall not p re ven t a 
partnership  or its successors from  
continuing to  p ractice  under a 
firm  nam e which consists o f or 
includes the  nam e or names o f  
one or m ore fo rm er partners, 
nor shall it  p revent th e  continu­
ation  o f a partnership nam e fo r  
a reasonable period  o f tim e  by 
th e  rem aining p a rtn e r p ractic ing  
as a sole p ro p rie to r a fte r  the  
w ithdraw al or d eath  o f one or 
m ore partners ."
New courses will barnstorm the country. 
PD offerings cover MS practice . . .
Most CPAs recognize the im­
portance of management services 
to the growth of their practices 
and to the profitability of their 
smaller business clients. But many 
practitioners still find themselves 
confronted with a sizable road­
block — getting started.
The new PD course, “Develop­
ing a Management Services Prac­
tice,” solves this basic problem 
by exploring the various answers 
to the following questions:
1. How can you determine what 
management services should be 
offered by your firm?
2. Who should be assigned the 
responsibility for conducting man­
agement services engagements?
3. What are the various pos­
sible sources for obtaining clients? 
What techniques may be used?
4. Should you prepare a “man­
agement letter” and review it with 
your client at the conclusion of 
each audit engagement?
5. How can a survey question­
naire point out areas in which 
management assistance may be 
needed?
6. Should you use a written or 
oral form or a combination of both 
to present management services 
reports to clients?
7. How can you best handle 
client resistance to your manage­
ment services fee?
Participants in the clinic have 
an opportunity to discuss—in small 
groups under the guidance of 
experienced practitioners—the an­
swers to these and other questions. 
The clinic includes presentations 
by successful CPAs who explain 
the methods, attitudes and pro­
cedures they have followed to 
make management services an 
important part of their practices.
In addition to selected reading 
materials, participants also re­
ceive a specially prepared man­
ual of ten actual case histories 
and reports.
The program will be presented 
in Pasadena, Calif., May 25-26; 
Palo Alto, Calif., May 28-29; New 
York City, June 15-16; Baltimore, 
July 9-10; and Philadelphia, July 
23-24.
. . .  systems, taxes
The Institute’s PD division ex­
pects capacity crowds for presen­
tations of its two new lecture 
programs, “Systems and Proce­
dures Engagements” ( Seattle, 
Washington, July 16-17) and 
“Current Problems in Taxation” 
(Washington, D.C., June 22-23; 
Denver, Colorado, July 23-24).
The management services pro­
gram will present the actual steps 
involved in performing a systems
Institute to probe success 
CPA Examination with aid
What are the qualities that 
make for success on the Uniform 
CPA Examination?
That’s what the streamlined 
questionnaire and reporting sys­
tem developed by the Associa­
tion of CPA Examiners and the 
Institute’s education division will 
attempt to find out.
The Association has had a Uni­
form Statistical Information Ques­
tionnaire for several years, but the 
existing system has not been 
adaptable for all states and rela­
tively few state boards of ac­
countancy have participated in 
the system.
Under the new system, the 
analyses and reports will be pre­
pared by computer. The IBM 
1230 Optical Mark Scoring Reader 
with a card punch attachment will 
be used to transfer data from the
engagement and will cover such 
areas as determination of scope 
and objectives, planning the ap­
proach to the engagement, fact 
gathering and fact analysis, and 
survey conclusions.
“Current Problems in Taxa­
tion” will present sessions on tax 
accounting problems, and indi­
vidual, corporation, and personal 
and business tax problems. The 
course will also deal with changes 
resulting from the Revenue Act 
of 1964 and will highlight such 
subjects as income averaging, 
multicorporate enterprises, and 
fringe benefits. Mitchell Rogovin, 
Assistant to the Commissioner of 
Internal Revenue, will lecture on 
foundations and charities.
The registration fee for each 
program, which includes lunch­
eons and lecture outline materi­
als, is $35. Members may get 
further information from the Pro­
fessional Development Division, 
AICPA, 666 Fifth Avenue, New 
York, N.Y. 10019.
factors on Uniform 
of IBM optical scanner
candidates’ questionnaires directly 
to punched cards.
The Institute will process the 
questionnaires, perform the ana­
lytical work for each state and 
provide each state with a report 
on its candidates. In addition, a 
summary analysis and report will 
be prepared for the entire United 
States.
The information the question­
naire seeks remains basically the 
same: education, scholastic rec­
ord, type of CPA preparation, 
and experience.
The Association will make test 
runs of the questionnaire on the 
May 1964 examination. Then it 
will ask every state board of ac­
countancy to collect the question­
naires from all candidates sitting 
for the November 1964 CPA 
examination.
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Tax group asks changes 
in “most complex” regs
“Perhaps the most complex body 
of regulations ever created” — 
that's  how  the cornmittee on Fed­
eral taxation evaluates IRS’ pro­
posed regs under Section 963.
This Section, which was added 
to the Internal Revenue Code by 
the Revenue Act of 1962, deals 
with receipt of “minimum distri­
butions” of earnings and profits 
by domestic corporations which 
are shareholders in “controlled 
foreign corporations.”
In order to secure the benefits 
of Section 963, the proposed reg­
ulations require the taxpayer to 
choose between a number of elec­
tions and options which are re­
ferred to in various sections of the 
regulations. The committee rec­
ommended that a more simple 
plan be developed to permit tax­
payers to receive the benefits of 
the relief measure. In addition, 
the committee pointed out that 
there are two factors which are
particularly undesirable and con­
tribute unnecessarily to the tax­
payers’ burden: first, the concept 
of a pro-rata minimum distribu­
tion from each corporation in a 
chain or group and, second, the 
new rules for determining con­
solidated earnings.
APB members re-elected; 
vacancies filled
Council has confirmed the re- 
election for three-year terms com­
mencing Sept. 1, 1964 of the sev­
en APB members whose service 
would have been completed next 
fall: W. Allen Crichley, Ohio; 
Walter F. Frese, Mass.; LeRoy 
Layton, N.Y.; L. H. Penney, 
Calif.; Ira A. Schur, N.Y.; Wilbert 
A. Walker, N.Y.; Robert E. Wit­
schey, W. Va.
Council also approved the rec­
ommendation that Robert M. 
Trueblood, Ill., and Oral L. 
Luper, N.Y., be appointed to fill 
vacancies.
J. William Hope
Former Institute President J. 
William Hope died April 30. The 
senior partner of the Bridgeport, 
Connecticut, firm bearing his 
name, Mr. Hope served his pro­
fession in almost every possible 
role. In his state he had been 
both chairman of the Board of 
Accountancy and president of the 
Connecticut Society.
Mr. Hope became an Institute 
member in 1927 and in 1936 be­
gan an impressively full career of 
Institute service. Appropriately 
enough, he started with the com­
mittee on development of the pro­
fession and from then on was con­
tinuously active in the Institute, 
serving on some 17 different com­
mittees, the Trial Board, the 
Board of CPA Examiners, and 
the Benevolent Fund.
He was on the executive com­
mittee for seven terms, a vice 
president in 1948-49 and presi­
dent in 1951-52.
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Action on Council’s 
APB resolution
CPA population 
explosion: Firms 
grow . . .
. . Membership reaches 
milestone . . .
. Council reorganizes 
to meet the demand
World of tomorrow 
for CPAs in Miami
Speaking about ADP 
and the future of 
accounting
The special committee authorized b y Council’s resolution concerning Ac­
counting Principles Board Opinions already has been at work for several weeks. 
In a special report for members, President Clifford V. Heimbucher describes the 
qualifications of the committee, discusses the tasks before it, and reviews the 
Council deliberations which led to adoption of the resolution. (See page 4 .)
Census figures are in, showing how firms with AICPA members have fared in the 
last few years. By almost any measure, they’ve grown — in number of partners, 
in staff size, in gross billings.
And the nature of their professional work has changed: management serv­
ices has increased markedly; the decrease in write-up work is a particularly notice­
able trend for all firms.
How does your firm compare with the average? See the story on page 7.
The 50,000th member joins the Institute this July. Who he can be isn’t certain 
at the moment, but the story on page 2 tells what he is like if he is a typical 
new member.
Population changes seem to call for reapportionment these days, and the 
Institute is no exception. I f  Council continued to grow at its current rate, 
it could consist of as many as 320 members in 1980 — an unwieldy number for a 
governing body with limited time for deliberation. Council has approved a 
reapportionment plan to maintain itself at an efficient size for a representative 
body. See the Call to Meeting, page 12, for these proposals, which members will 
discuss in Miami and vote on next year.
The Call to Meeting also describes the proposed new ethics rules and other 
business to be discussed at the October annual meeting. Once that business has 
been conducted, members will leap eleven years ahead to see what 1975 holds in 
store for the profession. Most of the mentors for this tour of the profession’s 
future have been selected — see page 2 for who they are and what phase of the 
future they will explore.
The two are closely linked, according to a pattern speech which members may 
want to order from the Institute. The paper can be delivered as it stands or used 
as the framework for a more personally prepared speech. It  could come in handy 
for CPAs who are asked to give “just a short talk explaining computers” to such 
audiences as service clubs, school groups, or even a spouse. See story on page 10.
T h e  CPA, Ju ly -A u g u s t 1964. P u b lish e d  m o n th ly , e xc e p t Ju ly -A u g u s t w h e n  b im o n th ly , fo r  m e m b e rsh ip  o f th e A IC P A , Inc. V o l. 
44, No. 7. P u b lic a tio n  and e d ito ria l o ffic e : 666 F ifth  A ve ., N e w  Y o rk , N . Y .  10019. S e con d -cla ss p osta ge paid at N e w  Y o rk , N .Y .
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Seers for Miami meeting announced; 
members have choice of crystal balls
Members will have an expert 
set of guides for peering into their 
professional futures at the annual 
meeting in Miami.
At the Tuesday morning ses­
sion, October 6, they will be in­
troduced to a broad view of the 
business world of 1975. At this 
general session Dr. Ezra Solomon, 
a nationally known educator and 
consultant on economics and fis­
cal policy, and Dr. Thomas L. 
Whisler, a distinguished teacher 
and lecturer on organization and 
industrial management, will dis­
cuss how socio-economic changes 
over the next decade are likely to 
affect the accounting profession 
in the United States.
Then, on Tuesday afternoon, 
members can decide which area 
of practice they want to focus on 
in the future. Three simultaneous 
sessions will be offered.
The Future of Tax Practice will 
be discussed by AICPA members 
Donald T. Burns and Clarence F. 
McCarthy, and Thomas J. Graves, 
chairman of the committee on 
Federal taxation. AICPA Vice 
President William H. Holm will 
moderate.
The Future of Management 
Services will be examined by 
AICPA members Bertrand J. 
Belda, Arthur E. Fox and Her­
man C. Heiser, chairman of the 
committee on management serv­
ices. AICPA Vice President J. T. 
Koelling will moderate.
The Future of the CPA’s Attest 
Function will be explored by 
Robert M. Trueblood, who is 
chairman of the long-range objec­
tives committee, and by William 
C. Norby, who is president of the 
Financial Analysts Federation and 
a vice president of the Harris 
Trust and Savings Bank of Chi­
cago. This session will be under 
the chairmanship of AICPA Vice 
President J. Earl Pedelahore.
Come Wednesday morning, mem­
bers may choose from three simul­
taneous sessions forecasting the 
impact of change on the profes­
sion’s institutions. AICPA mem­
bers Kenneth B. Wackman and 
former President J. S. Seidman 
will predict how the structure of 
the profession is likely to shift — 
the relationships between indi­
vidual practitioner and firm, the 
roles of the professional societies. 
AICPA nominee for treasurer, Da­
vid F. Linowes, will moderate at 
this session.
At another meeting, education 
and personnel will be discussed 
by two members of the Common 
Body of Knowledge Commission, 
Richard S. Claire and Charles E. 
Johnson, dean of the College of 
Liberal Arts at the University of 
Oregon, and by the Commission 
Study Director, Dean Robert H. 
Roy of Johns Hopkins University. 
Appropriately, the chairman will 
be AICPA Vice President William 
J. von Minden who is both a 
practitioner and an educator.
Sometime this July, the 50,000th 
CPA will become a member of the 
American Institute. This means it 
has taken less than ten years for 
membership to double — the 25,­
000th member was admitted on 
January 28, 1955.
Right now number 50,000 is a 
sort of Unknown CPA; his iden­
tity won’t be discovered until 
over 300 CPAs are admitted in 
July. But if he is a typical new 
member, number 50,000 is a col­
lege graduate with a major in ac­
counting, and perhaps some grad­
uate work. He had a “B” average, 
and it is about a 50-50 proposi­
tion whether he is with a national 
or a local firm. His firm probably
At a third session, the mainte­
nance of standards will be consid­
ered by AICPA members William 
P. Hutchison and John R. Ring, 
chairman of the committee on pro­
fessional ethics, and by AICPA 
Director of Technical Services 
Richard C. Lytle under the chair­
manship of LRO committee mem­
ber Malcolm M. Devore. They 
will evaluate future possibilities 
for the statutory basis of the pro­
fession, ethics and discipline and 
the need for research.
At the Wednesday luncheon 
meeting, Earl Newsom, who has 
frequently consulted with the In­
stitute on public relations mat­
ters, will consider that aspect of 
the profession’s future.
As previously announced, the 
annual business meeting and the 
installation awards luncheon will 
be held on Monday, October 5. 
(See the Call to Meeting in this 
issue for more details.) Informa­
tion about hotel reservations and 
advance registration may be se­
cured by writing the AICPA mem­
bership relations department or 
by referring to the June CPA.
pays his dues, but this wasn’t the 
deciding factor in his member­
ship decision.
He recently passed the CPA 
examination. He didn’t make it all 
the way on his first try, but on 
his second or third attempt passed 
the remaining parts of the exam­
ination. Chances are that this 
member-to-be is about 27 years 
old, married, and a senior staff 
accountant.
That’s the typical picture of the 
new member. But number 50,000 
could turn out to be a mature 
man who is joining the Institute 
later on in his professional career. 
Or, for that matter, he could turn 
out to be a she.
Membership population explosion? 5 0 ,00 0 th  CPA 
will become active in the Institute this summer
Research study on goodwill outlined; 
comments from members are invited
FOR THE CPA |
George R. Catlett, CPA, of Ar­
thur Andersen & Co., Chicago, has 
recently undertaken a study of ac­
counting for purchased goodwill 
in business combinations for the 
Institute’s accounting research di­
vision. Although the study will 
concentrate on the question of ac­
counting for goodwill, it will uti­
lize an earlier accounting research 
study—Accounting Research Study 
No. 5, “A Critical Study of Ac­
counting for Business Combina­
tions,” by Arthur R. Wyatt — to 
treat the entire problem of ac­
counting for business combina­
tions.
The disposition to be made of 
purchased goodwill has histori­
cally been one of the troublesome 
problems in accounting for busi­
ness combinations. Over the years, 
several alternative treatments 
have developed.
If the combination is treated 
as an acquisition of one corpora­
tion by another, purchased good­
will is capitalized as an asset in 
the balance sheet. Subsequent ac­
counting under the acquisition 
approach depends upon whether 
the asset is assumed to have an 
indefinite or a limited life. In the 
latter case, the goodwill is amor­
tized against revenue; in the for­
mer, it is retained on the balance 
sheet until it has become worth­
less or its life has become limited.
An alternative method treats 
the combination as a pooling of 
interests. This method owes a 
substantial measure of its popu­
larity to its avoidance of the 
problem of goodwill by account­
ing only for predecessor book 
values.
The present study will trace the 
history of accounting for goodwill 
in order to place the problem in 
perspective. It will also examine 
the nature of goodwill as a basis 
for solution of the problem of its 
disposition. This step will neces­
sarily involve consideration of 
similarities and differences be­
tween purchased and nonpur­
chased goodwill. The measure­
ment of goodwill in a business 
combination will likewise be 
studied, including the problems of 
determining total consideration 
involved and the problems of as­
signing fair values to assets other 
than goodwill.
The former study (Accounting 
Research Study No. 5) dealt pri­
marily with purchase versus pool­
ing of interests as alternative ac­
counting methods. The present 
study will concentrate on the sub-
Management Services Hand­
book —  The Accountant’s Con­
tribution to Planning, Systems, 
and Controls was published by 
the Institute in June. The price is 
$9.
The 400-page book provides 
ideas and suggestions for man­
agement services work which 
could be performed by the aver­
age CPA. Coverage of the sub­
ject includes management con­
trols, financial planning engage­
ments, inventory and production 
controls, systems and procedures 
analysis, systems mechanization, 
cost reduction, office manage­
ment and operations research.
ject of goodwill. However, its con­
clusions are expected to cover the 
entire problem of accounting for 
business combinations.
A project advisory commit­
tee has been appointed to assist 
the research supervisor and the 
director of accounting research 
with the project. (See box, this 
page.) Members of project ad­
visory committees review the re­
search plan in its early stages, act 
as a sounding board for conclu­
sions reached by the staff, and re­
view the draft of the study to ad­
vise the director as to its suit­
ability for publication.
After the study has been pub­
lished and comments received, the 
Accounting Principles Board will 
evaluate the entire project and 
decide whether to issue an Opin­
ion on the subject.
According to Paul Grady, di­
rector of accounting research, 
comments and suggestions from 
members and other interested 
persons on this project are most 
welcome. They should be ad­
dressed to Director of Accounting 
Research, American Institute of 
CPAs, 666 Fifth Avenue, New 
York, N.Y. 10019.
Project Advisory Committee
Leonard Spacek, Chairman Arthur Andersen & Co., Chicago
United States Gypsum Company, 
Chicago
Touche, Ross, Bailey & Smart,
New York City
Lybrand, Ross Bros. & Montgomery, 
New York City
Allied Concord Financial Corp., 
New York City
University of Michigan, Ann Arbor
Seidman & Seidman, New York City
Charles F. Axelson
Donald J. Bevis
Philip L. Defliese
Homer Kripke
William A. Paton, Sr 
J. S. Seidman
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FROM THE
CLIFFORD V. HEIMBUCHER
The Accounting Principles Resolution
It  h as  b e e n  several decades since the profession has grappled 
with an issue as powerful as the 
Accounting Principles Board pro­
posal. I regard the Council’s reso­
lution on that issue as a signifi­
cant achievement.
I ’m pleased to tell you that an 
outstandingly qualified group of 
CPAs has accepted appointment 
to a special committee to carry 
out Council’s resolution. The reso­
lution adopted by a vote of 124 
to 51, reads:
“R eso lv ed —That it is the sense 
of this Council that reports of 
members should disclose material 
departures from opinions of the 
Accounting Principles Board, and 
that the President is hereby au­
thorized to appoint a special com­
mittee to recommend to Council 
appropriate methods of imple­
menting the substance of this 
resolution.”
The men who have agreed to 
serve on the committee have had 
distinguished experience in the 
phases of the profession which 
would be most affected by any 
determination on accounting prin­
ciples. Yet they bring a fresh 
viewpoint to the question. None 
of them served on the APB or re­
cently on the executive committee.
The chairman of the special 
committee, William W. Werntz, 
served as chief accountant of the 
SEC, chairman of the committee 
on accounting procedure, and a 
member of the special committee 
on the research program. Work­
ing with Mr. Werntz will be the 
chairmen of two of the Institute’s 
committees most directly con­
cerned with accounting principles 
—Albert J. Bows of the committee 
on auditing procedure, and John 
R. Ring of the committee on pro­
fessional ethics; the retiring 
AICPA director of research, Paul 
Grady; two past presidents of
the Institute, J. S. Seidman and 
Maurice H. Stans; and the presi­
dent of the American Accounting 
Association, Glenn A. Welsch.
I have told the committee that 
I see its tasks as these:
1. Propose specific implementa­
tion as called for by the resolu­
tion. This could take the form of 
suggested language for auditors’ 
opinions. Your committee should, 
I believe, make a recommenda­
tion concerning the degree of au­
thority to be given to the resolu­
tion, e.g., should it be a recom­
mendation of Council, should it be 
ratified by the members, should 
it be a part of the By-Laws, or 
what would you propose?
2. Review the entire matter of 
the status of opinions of the Ac­
counting Principles Board and 
the development of accounting 
principles and practices for re­
porting purposes. From this re­
view, develop and recommend to 
Council a general statement of 
philosophy, purpose, and aims in 
this area.
3. Propose further implementa­
tion of that general statement, if 
you feel that is appropriate. This 
could involve a step program, 
providing for some recommended 
action to be taken soon, plus 
some ideas or aims for further 
study or deferred consideration.
The committee has assumed 
these tasks with the hope of find­
ing a decisive but moderate posi­
tion which almost everyone in 
the profession will support.
Mr. Werntz has asked me to 
urge members to inform him of 
their views. I add my own plea 
that they do so as quickly and as 
fully as possible.
This is a big job. It looms even 
larger in view of the committee’s 
determination to take early ac­
tion. The committee believes that 
Council members have the right
to know what form the imple­
mentation of their resolution can 
take and to express their views 
on it. In hopes that the committee 
will have made significant prog­
ress, I have tentatively scheduled 
a two-day (rather than the usual 
one-day) meeting of Council this 
fall to provide ample time for 
considering the committee’s rec­
ommendations.
I think both the debate and 
the resolution show that Council 
clearly believes the profession 
should accept a responsibility for 
raising the status of opinions of 
the Accounting Principles Board. 
However, Council did not want 
to take precipitate implementing 
action. In particular, I think that 
Council had serious questions 
concerning the detailed imple­
mentation proposed in the “white 
paper” which had been approved 
by the executive committee and 
sent to Council members in ad­
vance of the meeting described 
for members in the March CPA.
All CPAs would have been 
proud if they could have wit­
nessed the discussion of the APB 
proposal — proud of both the high 
level of the discussion and of the 
intellectual vigor of the com­
ments. I strongly feel that mem­
bers should have the benefit of 
knowing the essence of the dis­
cussion. However, Council meet­
ings must be shielded from the 
full glare of publicity, especially 
newspaper publicity, if they are 
to encourage the fullest and 
frankest discussions of the profes­
sion’s problems.
As presiding officer, I had to 
pay particularly close attention to 
everything said, yet maintain a 
completely disinterested role. Per­
haps from this unique vantage 
point I can offer members an im­
partial account of the main points 
raised in that debate—the prin­
cipal points which the special 
committee will be considering.
One. Who determines what is 
“generally accepted”? One speaker 
summed up the feeling of several 
Council members in these words: 
“One of the most imperative obli­
gations of the profession is that 
of setting its own standards. Only 
the profession itself has sufficient 
knowledge to do this.” Another 
said that the significance of the 
term “generally accepted account­
ing principles” was simply “ac­
cepted by us.” He also foresaw a 
strengthening of the profession in 
having one research staff check­
ing for all firms, large and small, 
on the substantial authoritative 
support for accounting practices.
Some people suggested that 
APB pronouncements should sim­
ply be considered the “preferred” 
treatment in their subject areas.
Other members contended that 
the accounting profession does 
not have the right to take the 
words “generally accepted” out of 
the public domain: that this could 
violate both the dictionary and 
the professional meanings of the 
words “generally” and “accepted.”
Two. How does this affect peo­
ple outside the profession? Speak­
ers both for and against the pro­
posal referred to the interests of 
various publics in the outcome of 
the deliberations on the APB pro­
posal — the investing public, cli­
ents, Congress, and the SEC. (I 
think that recognition of the pro­
fession’s responsibilities to these 
groups was one of the strong mo­
tives which led to adoption of 
the Council resolution.) Some 
members predicted that the pro­
posal would engender great re­
spect for the profession among 
clients; others contended that the 
proposal would cause the loss of 
a good share of the support now 
given by business executives.
Three. Would it he helpful to 
have an independent review of 
operations of the APB? Speakers 
of all persuasions, including many 
members of the APB, agreed that 
periodic surveys of the APB, in­
cluding the composition of its 
membership, might find improve­
ments which could be made.
Should non-institute members 
serve on the Board? One Council 
member endorsed the idea of hav­
ing some nonmember representa­
tives from industry, while another
opposed it on the theory that 
Board members should be directly 
concerned with auditing and re­
porting problems in their work.
Other questions from the floor 
ranged from what publicity should 
be allowed on Board delibera­
tions to whether the Board should 
endorse alternative treatments in 
some cases.
Four. What effect would the 
proposal have? A proponent main­
tained that the proposal did not 
necessarily require an auditor to 
qualify his opinion on financial 
statements which deviate from ef­
fective pronouncements of the 
Board. He called it merely a dis­
closure requirement. Another said, 
“To date there is no means of 
knowing, certainly on the face of 
the certificate, whether Board 
pronouncements have been fol­
lowed or not.”
But a spokesman against the 
proposal saw it as requiring a 
qualification when the auditor dis­
agreed with a debatable APB 
opinion, even when the auditor 
concurred in the client’s selection 
of a method having authoritative 
support but not approved by the 
APB. Another speaker objected 
that the proposal’s implementa­
tion would open the door to such 
a variety of reporting practices 
as to undermine the true signif­
icance of the auditor’s opinion.
Other speakers raised these 
questions: Would the proposal 
create a distinction between “fair 
presentation” and “generally ac­
cepted accounting principles” in 
an auditor’s opinion? Would it 
relegate former bulletins of the 
accounting procedures committee 
to a sort of limbo status? What 
kind of auditor’s opinion would be 
called for under the proposal?
Five. Would the proposal offer 
the best available method for 
achieving the objective? All mem­
bers agreed on the great desir­
ability of narrowing the areas of 
difference in accounting practices. 
They differed in the way in which 
this objective should be achieved. 
Some felt that the APB should 
win leadership by the persuasive­
ness of its opinions. Others felt 
that the profession would set a 
more persuasive example by ac­
cepting the obligation to disclose 
deviations from APB pronounce­
ments.
The existence of so many ques­
tions, relevant or not, seemed 
to form one of Council’s reasons 
for calling for the establishment 
of the special committee.
As one member put it, “Close 
votes may win democratic elec­
tions but they are not the basis 
on which this profession is going 
to go forward.”
It was clear, after three days of 
debate, that a very substantial 
majority of the Council was in 
agreement on basic objectives. 
But it was also apparent that the 
proposal’s complexity might well 
warrant further study.
It was in this spirit that the 
Council fashioned its resolution. 
In this spirit the special commit­
tee is carrying out this mission.
Saludos, Senor Heimbucher
As soon as the spring Council 
meeting ended, Mr. and Mrs. 
Heimbucher flew from Florida 
to Guatemala. Their three-day 
stay south of the border was 
scheduled strictly for business, 
but they were surprised to find 
themselves guests of honor at a 
formal. luncheon tendered by 
the Corporacion de Contadores  
de Guatemala and the Asocia­
cion Nacional de Contadores.
Senor Carlos Amaya Pardo, 
director of the Corporacion, 
and Senor Jose Mario Balcells, 
vice president of the Asocia­
cion, extended a welcome on 
behalf of their respective or­
ganizations and expressed the 
great pleasure of the other 31 
Contadores present at the first 
visit to their country by an 
AICPA president. Mr. Heim­
bucher rose, promised to trans­
mit to the Institute " las gratas 
impresiones recibidas" and pro­
ceeded —  to the delight of his 
audience —  to give an extem­
poraneous talk in Spanish.
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Two new Institute committees appointed: 
auditing EDP, and relations with FPC
The Institute has formed an ad 
hoc committee on auditing EDP.
The committee will approach 
its objectives by ( 1 ) reviewing 
and revising the draft of a pro­
posed Institute booklet, “Auditing, 
EDP and the CPA,” prepared by 
Wayne S. Boutell, CPA, and by 
(2 ) meeting for full committee 
discussion of specific problems as 
required to prepare the draft for 
publication.
The members of the ad hoc 
committee on auditing EDP are: 
Irving Richardson, chairman, Al­
exander Grant & Co., Chicago; 
A. Crawford Clarkson, Jr., Clark­
son, Harden and Gantt, Colum­
bia, S.C.; Herbert W. Bader, Ly­
brand, Ross Bros. & Montgomery, 
New York City; Kenneth Cade­
matori, Price Waterhouse & Co., 
New York City; and Norman 
Cogliati, Puder & Puder, Newark, 
N. J.
The Institute has also named a 
committee on relations with the 
Federal Power Commission.
The new committee has as its 
goals:
• Considering problems related 
to the practice of CPAs before 
the FPC
• Assisting FPC in an advisory 
capacity in consideration of ac­
counting and auditing problems
• Providing liason with other
"The Journal" on Microfilm
The first ninety-four volumes of 
"The Journal of Accountancy," 
covering the period 1905-1952, 
have been recorded on micro­
film. They have been put on 
fifteen reels and sell for $375 
for the complete set or $27.50 
a reel.
For information, contact: 
University Microfilms, Inc. 
313 N. First Street 
Ann Arbor, Michigan 48107
AICPA committees and the FPC
• Informing Institute members 
of FPC requirements and other 
developments of interest
• Avoiding inconsistency be­
tween generally accepted account­
ing principles and the financial 
reporting requirements of FPC
To these ends, the committee 
will meet with representatives of 
the FPC accounting staff and, 
possibly on occasion, with FPC 
commissioners; review and con­
sider proposed regulations or oth­
er actions of the agency which 
might be of interest to practition-
Harold Burton Hart often ex­
pressed a desire to return to the 
profession some of the rewards 
which he had derived from it. 
So, in his will, he provided that 
the American Institute Benev­
olent Fund, Inc., should be the 
principal remainder beneficiary of 
his estate.
Sometime this fall when the 
final accounting is completed, the 
fund will be enriched by approxi­
mately $200,000 because of Mr. 
Hart’s wish. As of May 31, 1964, 
the fund’s balance was $312,515. 
The fund was established in 1933 
for the relief of present or former 
members and their families who, 
from time to time, may be the 
victims of financial distress.
Harold Hart died in 1943. His 
will stipulated that the Institute 
would receive his bequest upon 
the demise of his sister, Mrs. 
Carolina Burton-Hart Newton, 
who passed away on May 24, 
1964.
When the trust was set up 
after Mr. Hart’s death, it had a 
market value after taxes and ex-
ers; and advise the committee on 
relations with the Federal Gov­
ernment regarding matters re­
ferred to this committee and keep 
it informed as to developments in 
the FPC area that might be of 
interest to it.
The chairman of the committee 
is Walter R. Staub, Lybrand, Ross 
Bros. & Montgomery, New York 
City. Other members are: Clay­
ton Bullock, Haskins & Sells, New 
York City; Robert E. Field, Price 
Waterhouse & Co., New York 
City; Stanley Porter, Arthur 
Young & Co., Tulsa, Oklahoma; 
Irwin F. Sentilles, Peat Marwick, 
Mitchell & Co., Dallas, Texas; 
Richard Walker, Arthur Ander­
sen & Co., Chicago; and Jordan 
Wolf, Main, Lafrentz & Co., E l 
Paso, Texas.
penses of $108,266, the major por­
tion of which consisted of com­
mon stock holdings. On May 27, 
1964, it was valued at $205,081. 
Of that amount, $109,915 was in­
vested in common stocks.
Mr. Hart became a CPA in 
1904, the year he joined Patter­
son, Teele & Dennis as a staff 
member. He was made a partner 
in 1925 and spent almost all his 
professional career with the firm, 
retiring from practice on May 1, 
1941.
According to Maximilian Mintz, 
now a partner in the firm and the 
trustee of Mr. Hart’s estate, Mr. 
Hart was a “most modest and 
most conscientious man” who had 
a keen interest in investments. 
Mr. Mintz likes to recall the time 
when, as a very junior staff mem­
ber in 1940, before he received 
his CPA certificate, he was asked 
to explain a notation to Mr. Hart
— a man with a reputation for 
utter precision. Hart judiciously 
considered the explanation, then 
broke into a smile and announced, 
“You are exonerated.”
Benevolent Fund to receive $ 2 0 0 ,0 0 0 . Benefactor 
became CPA in 1904, invested in Stock Market
Growth survey finds firms flourishing. 
These developments stand o u t . . .
• Small firm growth sets the pulse for the profession;
• An increasing num ber of college graduates join the ranks;
• Management services work has mushroomed in the past 5 years.
Public accounting is a big pro­
fession. The growth of firms in 
the past five years shows it is 
getting bigger.
To measure the proportions of 
the profession, the American In­
stitute conducted a Growth and 
Nature of Practice Survey. Ques­
tionnaires were sent to all firms 
represented in its membership ex­
cept for the eight largest firms. 
Over one-third of the 12,500 ques­
tionnaires mailed were returned, 
and all indicated expansion in 
nearly every aspect: size of firm, 
nature of practice, gross income. 
The seventeen-part survey, which 
embraced accounting practice 
from 1958 to 1962, adds another 
dimension to the profile of the 
profession currently being studied 
by the long-range objectives com­
mittee.
Siz e  o f  F ir m
The survey grouped CPA firms 
into three general categories ac­
cording to staff size:
• Individual practitioners—with 
or without professional staff
• Firms with 2 to 3 partners
• Firms with 4 partners or 
more
Individual practitioners made 
few staff changes within the five- 
year period. However, 10 per 
cent had staff who joined the 
Institute and a third of the firms 
increased their clerical staffs.
Sixty per cent of the firms in­
creased their professional staff.
Small partnership firms are the 
ones to watch as barometers of 
the profession’s growth. These
firms have been extremely active:
• They surpassed the 1958 sta­
tistics for professional staff by 
more than 50 per cent.
• They increased the number 
of partners who hold Institute 
membership and the number of 
clerical assistants hired by well 
over a third.
• Eighteen per cent of the 
firms responding had either 
merged or purchased a practice 
during the five years.
• There was an increase of 43 
per cent in the number of part­
ners reported by the small part­
nership group.
• This group also hired more 
college graduates than any other 
during the five years. (Of all the 
respondents, only 9.1 per cent re­
cruited on college campuses; of 
this figure, the firms with 2 to 3 
partners constituted 40 per cent.)
A big percentage of these small 
partnership firms had used formal 
intrafirm training programs, had 
sent staffmen to AICPA staff 
training programs and to other 
PD courses, had made use of the 
Technical Information Service 
and the library, and had attended 
the last five annual meetings.
Firms with 4 or more partners. 
One-fourth of the larger firms 
either had merged or purchased a 
practice, and over 70 per cent 
had increased the number of pro­
fessional staff members.
Firms with 4 to 6 partners in­
creased the number of partners 
by 70 per cent during the five 
years, but they constituted only 
9 per cent of the total firms re­
sponding. Perhaps because only 
a small percentage of 4-to-6-part­
ner firms returned the question­
naire, this group showed little 
activity in relation to the others. 
However, the 310 firms which re­
turned the questionnaire indicat­
ed big increases in size. An even 
smaller number of large firms re­
sponded to the survey. There, too, 
the figures show a steady increase 
in the firm size.
D er iv a t io n  o f  G ross B il l in g s
One question brought to light a 
trend which should have far- 
reaching significance for all CPAs: 
“What was the percentage of 
gross billings derived from audit­
ing, taxes, management advisory 
services and write-up work—1958? 
1962?”
Management services work in­
creased overwhelmingly for firms 
of all sizes; individual practition­
ers showed a 35 per cent increase 
in five years. All of the largest 
firms showed an increase; none of 
them showed a decrease.
The increase of management 
services work is growing in in­
verse proportion to the decrease 
in write-up work. Many of the 
firms responding said they used 
automatic data processing for 
write-up work either in the office, 
at a service bureau or both.
This decrease in write-up work 
as a major part of gross billings 
is particularly apparent in all 
firms; perhaps those using ADP 
have more time to participate in 
a management services capacity.
Tax work remained about the 
same although the larger firms 
showed a decrease, and auditing 
showed an increase in all firms, 
except for those with over 6 part­
ners.
Ninety-three per cent of all the 
firms reported that their gross 
fees had increased, the median 
increase being 31-40 per cent.
Of the 3,906 replies, 542 were 
from firms not in existence before 
1958; these were mostly indi­
vidual practitioners, although 132 
were firms with 2 to 3 partners.
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An improved 1040? AICPA recommends changes in tax forms
That oh-so-familiar face of 
Form 1040 will look somewhat 
different next year if the Internal 
Revenue Service follows AICPA 
recommendations.
The illustrations here show 
how the Institute’s committee on 
Federal taxation’s suggestions 
could improve two of the com­
monest forms, 1040-ES and page 
1 of 1040. These suggestions are 
part of a continuing program in 
which the AICPA has co-operated 
with the IRS in making the forms 
more legible and usable.
The AICPA committee made 
four general recommendations:
1. On all appropriate forms, an 
asterisk or other symbol should 
be used to denote all lines which 
must be filled in for purposes of 
ADP.
2. All forms should be printed 
on standard-sized stock, prefera­
bly 8/2 x 11. If this is not possible, 
paper sizes should be standard­
ized at least to the extent that 
forms are intended to be used to­
gether; e.g., Form 1040’s Sched­
ules B, C, D and F should be 
the same size as Form 1040.
3. Schedules intended as at­
tachments to returns, especially 
attachments to Form 1040, should 
not require repetition of tax­
payer’s name and address in each 
case. Repetition of the name, so­
cial security number, or both, 
should be sufficient in the event 
a schedule becomes detached.
4. Forms 1041, 1065, 1120-S, 
etc., should provide adequate 
schedules for showing the dis­
tributees’ (beneficiaries, partners 
and shareholders, respectively) 
shares of investment credit, divi­
dends, contributions, capital gains 
and other items that are “passed 
through.”
Excerpts of some of the tax 
committee’s suggestions for par­
ticular forms follow:
Form 709. 1. The “yes” and “no” 
boxes provided in A and B, page
1, should be moved to the right- 
hand margin of the form and 
placed vertically.
2. A combined gift tax return 
should be provided where gifts 
of one spouse are all consent 
gifts. This would eliminate need 
for two separate gift tax returns 
in the case of joint gifts of a 
present interest in excess of 
$6,000 or gifts of a future interest.
Form  1040. The spaces marked 
“State Income Taxes” in the taxes 
box on page 2 should be revised 
to include local income taxes as 
well.
Form  1040 Schedule C. The
title of the schedule should be 
changed because it is misleading. 
It could be changed to “Profit (or 
Loss) From Sole Proprietorship” 
or “Profit (or Loss) From Solely 
Owned Business.”
Form  1041. Schedule C, page 2, 
should be expanded to accom­
modate information pertaining to 
beneficiaries’ shares of investment 
credit, foreign tax credit, etc. 
Space can be provided by trans­
ferring the questions following 
Schedule C to the space now oc­
cupied by Schedule F. This sched-
ule should be eliminated because 
it is rarely required and can be 
replaced by a separate page, as 
in the case of Schedule J.
Form  1065. 1. It appears unnec­
essary to ask in what county the 
partnership is located. Item B on 
page 1 should therefore be elim­
inated unless a clear need for this 
information exists.
2. Schedule K, page 5, should 
be expanded to provide for part­
ners’ shares of such items as in­
vestment credit, contributions, 
dividends, etc.
Form  1120. 1. Space should be 
provided on page 1 of the form 
for the previous year’s tax.
2. Line 4, Schedule A, Cost of 
Goods Sold, requires that “other 
costs per books” are to be en­
tered and details are to be fur­
nished on an attached schedule. 
In many cases the costs “per 
books” included in such category 
on the books of account involve 
items which are to be classified 
in the return as deductions in 
lines 14 through 26 of page 1. 
Therefore, the amount entered at 
line 4 of Schedule A in many 
cases does not include all of the 
items shown by the books as 
other costs. Some modification of 
line 4 should be made, such as 
“other costs.”
Form 1120-S. A form or series 
of forms should be available for 
termination or revocation of an 
election under Subchapter S, and 
for consent or ratification of an 
election by new shareholders, in­
cluding estates.
Form 1139. Item 7 should be 
revised to read, in substance, “Has 
Form 1138 been filed? (yes, no.) 
If yes, was an extension of time 
granted, etc?” The present word­
ing of Item 7 has caused unnec­
essary confusion. If Form 1138 
has not been filed, neither the 
“yes” box nor the “no” box should 
be marked. At best this leaves a 
feeling of incompleteness.
Sub-boards of the Institute’s 
Trial Board have:
• Suspended one member for 
having been convicted of criminal 
contempt
• Admonished another for fail­
ure to reply to ethics committee 
communications
• Expelled a third for violat­
ing reporting standards
• Expelled a fourth for failure 
to file personal tax returns.
New York, January 10. A sub­
board found that a member had 
committed an act discreditable to 
the profession in that he had been 
convicted of criminal contempt 
and fined $10,000 by a U.S. Dis­
trict Court for failure to comply 
with a Grand Jury subpoena 
served on him during an investi­
gation of a savings and loan as­
sociation of which he was an of­
ficer.
The sub-board decided that his 
Institute membership should be 
suspended for six months.
New York, April 24 . A mem­
ber was charged with failure to 
return books and records to a 
former client and with failure to 
reply to three inquiries sent to 
him on behalf of the ethics com­
mittee. It appeared that by the 
time of the trial the member had 
transmitted to the client all the 
client’s books and records in his 
possession.
The sub-board found that the 
member had committed an act 
discreditable to the profession in 
not having replied to the three 
ethics committee inquiries and de­
cided that he should be admon­
ished to observe his professional 
responsibilities more carefully in 
the future.
New York, April 24. A sub­
board found that Roderick E. 
Davis, of 78 North Franklin 
Street, Wilkes-Barre, Pennsyl­
vania, had violated Rule 2.03 of
the Code of Professional Ethics in 
issuing over his signature as a 
CPA a letter purporting to show 
the financial position of a client 
without the expression or dis­
claimer of an opinion. The letter, 
which was addressed to an indi­
vidual, said that the firm had ex­
amined the accounts of the 
“above company,” though no com­
pany was named. Aside from the 
foregoing, the letter included only 
a list of assets totaling $815,500 
and a statement that “the com­
pany has expenses of $53,112.29.” 
It appeared that this letter was 
used by the individual to whom 
it was addressed in connection 
with a real estate promotion.
The sub-board found Mr. Davis 
guilty as charged and decided 
that he should be expelled from 
the Institute.
Denver, May 1. Another sub­
board expelled a member for 
failure to file his personal income 
tax returns for three years. The 
respondent had been convicted, 
on his plea of nolo contendere, of 
the offense of willfully and know­
ingly failing to file a Federal in­
come tax return for three years. 
The member had previously of­
fered to resign if the sub-board 
were to determine that he should 
be expelled.
However, the sub-board de­
clined to accept his proffered 
resignation, found him guilty of 
an act discreditable to the pro­
fession and decided that he should 
be expelled.
E d. N o t e : The Trial Board de­
cides whether the published state­
ment of a case shall disclose the 
name of the member involved.
CPA Examination Dates
1964— November 4, 5, 6
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Speech portrays profession's future; 
CPAs’ growth is linked with data processing
“If professional accountancy 
continues to grow at the same rate 
as in the past, there will be about 
twice as many CPAs in 1970 as 
there were in 1960.”
Startling? Not really, according 
to the new speech, “Data Proces­
sing Machines and You,” prepared 
by the Institute’s education divi­
sion. Members may request a copy 
of this speech as a pattern for ex­
plaining the accounting implica­
tions of data processing to college 
students and other groups.
Briefly tracing the growth of 
data processing — ADP, EDP and 
IDP — over the past thirty years, 
the text points out, “it seems 
evident that some people will ride 
the electronic wave of the future” 
while “others will be drowned. 
Accountants will be in a good 
position to ride it.”
“CPAs in particular,” the speech 
continues, “have been aware that 
data processing is making or help­
ing to make changes in the ways 
management functions.” It notes 
five trends in this “quiet revolu­
tion.”
1. Information tends to be pro­
duced for more levels of manage­
ment.
Electronics tends to isolate the 
factors that are significant for 
specific managers.
2. Accounting departments tend 
to become intelligence units.
They are responsible not only 
for internal information, but also 
for such external information as 
market conditions, competitor ac­
tions, economic trends, inventory 
prices and so on.
3. There is a visible trend to­
ward “management by exception.”
Because electronic systems must 
be founded upon exact definitions 
of norms, there is a greater under­
standing in management of what 
constitutes an “exception.” Thus 
there can be much greater effi­
ciency in directing management’s 
attention to the exceptional situ­
ations that need attention.
4. There is greater use of simu­
lation and model building.
Although these techniques have 
been known for a while, the data 
to be handled are sometimes so 
voluminous that research in many 
operations is not feasible without 
a computer.
5. The financial executive, 
through control of the intelligence 
unit and with a computer at his 
disposal, is in a better position to 
make suggestions to operating 
executives.
Some constructive policies in
Do the people in your com­
munity —
• Know what their family net 
worth amounts to?
• Review their insurance, taxes, 
deeds, mortgages, etc., on a peri­
odic basis?
• Have plans for retirement in­
come in the light of present sav­
ings, investments, social security?
• Feel certain that their wills 
are up to date? Properly drawn?
•  Know which of their personal 
financial records are important? 
Do their families know where 
these are kept?
“Family Affairs Month,” a co­
operative effort of CPAs, local 
bankers, insurance men and law­
yers, provides a program for ex­
plaining these and other vital 
aspects of a family’s plan for 
financial security.
The program is designed for 
joint sponsorship under the aus­
pices of the local organizations of 
these four groups whose special­
ized knowledge makes them best 
qualified for such a public service 
project.
all departments of a business can 
flow from analysis of factors 
which only the financial execu­
tive, with the help of a computer, 
is able to make.
In building toward a conclu­
sion, the text poses the question: 
How can the student as well as 
the mature practitioner prepare 
himself to “ride the electronic 
wave of the future”? It also offers 
some “obvious” conclusions:
“It seems clear that new ac­
countants will need to know more 
about statistics, probability and 
math. Their knowledge of ac­
counting, of auditing practice and 
of management will have to be 
deeper. . . . the new accountant 
will more and more frequently be 
a man with an advanced degree.”
CPAs can participate in the 
program either through serving 
on one of its several committees 
or through actual presentations.
The Michigan Association of 
CPAs pioneered the program. Its 
success in Michigan and the in­
terest it has aroused in other states 
have prompted the Institute to 
publish a guide outlining methods 
for organizing similar “Family Af­
fairs Month” programs.
The guide:
1. Suggests special TV shows 
built around the program — 
“These may take the form of in­
terviews, panel discussions, or 
simply a straight expository state­
ment about the event and its pur­
poses. . . . ”
2. Gives examples of public serv­
ice spot announcements — “Your 
family’s financial security takes 
planning — start your plan during 
Family Affairs Month.”
3. Presents actual case studies 
of unfortunate family situations 
which could have been avoided if 
the head of the family had given 
more thought to financial security.
CPAs can help in community program designed 
to explain planning for family financial security
Technical Information Service 
helps members solve problems
Survey shows that small firms use TIS most frequently  
Larger firms take advantage of Service on occasion
Small firms, large firms, sole 
practitioners and partners all are 
getting help from the Institute’s 
Technical Information Service on 
some of the tough problems which 
turn up in their practices.
One thousand, one hundred and 
forty-four firms and individual 
practitioners, out of the 3,906 
which responded to an Institute 
questionnaire ( the eight largest 
firms were excluded), said they 
had made use of TIS over the 
period 1958-1962. Most who asked 
for advice were either firms with 
2-3 partners (494) or individual 
practitioners (124).
Questions answered by TIS 
run the gamut of the practical 
problem areas of accounting, 
auditing and audit reports. Tax 
questions, however, are not dealt 
with as a matter of Institute pol­
icy. Complex questions should be 
submitted in writing.
TIS has been particularly help­
ful to smaller firms, to CPAs in 
communities where library facili­
ties are limited, to sole practi­
tioners who lack the opportunity 
of partnership consultation, to 
partners in large firms and to 
those who, for one reason or an­
other, may be reluctant to discuss 
a matter locally. Often, when a 
practitioner has reached a tenta­
tive solution to a plaguing prob­
lem, he will want to compare 
notes, get a fresh view, or con­
sider alternative solutions. In all 
cases, TIS adheres meticulously 
to the rules preserving anonymity 
and confidences.
Technical Information Service 
has at its disposal the resources 
of the Institute’s library, the larg­
est specialized accounting collec­
tion in the United States, with 
more than 47,000 items available.
When necessary, TIS special­
ists discuss questions with other 
members of the Institute’s tech­
nical services division or consult 
experts in various fields in order 
to arrive at the most reliable and 
useful conclusions. Here, too, the 
names of members concerned are 
held in strict confidence.
Most replies are answered with­
out charge. However, for each 
reply to a specific technical prob­
lem requiring research or consid­
erable expenditure of time by 
TIS’ staff, there is a $25 fee. The 
charge effects a more equitable 
distribution of the rising costs of 
supplying the service to the ever- 
increasing number of firms and 
individuals making use of it.
Problems of the “head-scratch­
ing” variety arise more and more 
frequently in the average prac­
tice. With the scope of the ac­
counting profession expanding 
rapidly, practitioners should find 
the pooled intelligence of TIS 
increasingly helpful.
By way of illustrating the wide 
variety of questions which may be 
asked during an average month 
by practitioners from around the 
country, a few inquiries received 
recently by TIS are briefed be­
low. Do any of them have a fa­
miliar ring?
1. How should prospective 
rentals be treated on the balance 
sheet of an industrial-leasing con­
cern?
2. Is there a good method for 
use in valuing an automobile junk 
dealer’s inventory of salvaged 
parts?
3. What is the proper balance- 
sheet classification of “warehouse 
stock,” in financial statements of 
a petroleum producer?
4. Where can we find informa­
tion regarding what authorization 
is required to raise corporate of­
ficers’ and directors’ compensa­
tion?
5. What is the proper manner 
in which to present financial in­
formation for a “Subchapter S” 
corporation?
6. How do you establish and 
control a sales budget for a client?
7. Is there any support in ac­
counting theory for issuing stock 
dividends on treasury stock?
8. Is there any necessity for 
a radio broadcasting company to 
account for “bartering” of adver­
tising time in exchange for the 
merchandise of local business con­
cerns, when the merchandise is 
to be distributed free of charge 
on a give-away program?
9. How do you account for a 
corporate commitment to pay 
its retiring president monthly 
amounts for five years, in con­
sideration of an agreement not to 
compete and to act as a con­
sultant?
10. Should an industrialist leas­
ing a plant in a depressed area 
pursuant to a financing arrange­
ment under the Federal Govern­
ment’s Area Redevelopment Ad­
ministration treat the transaction 
as “a lease which is in substance 
an installment purchase?”
No answers to these questions 
are given here, because the an­
swers vary with the particular cir­
cumstances of each case. The 
questions are, however, typical of 
those to which TIS supplies an­
swers through research and con­
sultation.
E d m u n d  F. I n g a l ls , Manager
Technical Information Service
Coming up:
The Best of TIS, 1958-62
The Institute hopes to dip 
into the TIS storehouse and 
publish some 750 of the most 
interesting and informative 
sets of correspondence from 
the period 1958-62. The vol­
umes will contain scores of 
citations to materials and will 
feature an index of 98 major 
key-word categories.
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Notice of Seventy-seventh Annual Meeting 
American Institute of Certified Public Accountants
To the Members of the 
American Institute of Certified 
Public Accountants:
In accordance with the provi­
sions of Article XIV, Section 3, of 
the By-laws of the American In­
stitute of Certified Public Ac­
countants, I hereby give notice 
that the regular annual meeting 
of the American Institute of Cer­
tified Public Accountants will be
October 5, 1964
held at The Americana Hotel, Bal 
Harbour, Florida, on Monday, 
October 5, 1964, beginning at 
9:00 a .m .
In accordance with the provi­
sions of Article XII, Section 1(a) 
of the By-laws, the following re­
port of the committee on nomi­
nations is submitted to members 
of the American Institute of Certi­
fied Public Accountants.
In accordance with the provi­
sions of Article XV, Section 4, of 
the By-laws, there are also sub­
mitted to the membership pro­
posed amendments to the Insti­
tute’s By-laws and Code of Pro­
fessional Ethics which have been 
approved by the Council.
J o h n  L .  C a r e y  
Executive Director
New York, N.Y., July 1, 1964
Report of the Committee on Nominations
The committee on nominations 
hereby nominates the following 
for officers and members of 
Council of the American Institute 
of Certified Public Accountants:
FOR OFFICERS
President
Thomas D. Flynn, N.Y.
Vice Presidents
Horace S . Barden, Ill.
Maurice J. Dahlem, C alif. 
Bernard B. Isaacson, Del.
John R. Ring, Fla.
Treasurer
David F. Linowes, N.Y.
For Council Members at Large
(Three-year terms) 
Herman W . Bevis, N.Y.
Louis M. Kessler, Texas 
Robert M. Trueblood, Ill.
For Members of Council
(Three-year terms)
Raymond R. Kohler, Alaska 
A lexander M. Keith, Jr., Ark. 
Tindall Cashion, C alif.
John F. Joyce, C alif.
Robert W . Ruggles, C alif. 
Robert S. W arner, C alif. 
Harlan H. Holben, Colo. 
Bernard J. Zucker, Conn. 
Richard L. Barnes, Fla.
Jack W . Lucas, Fla.
Roy L. W ard , Ga.
Valentine L. Tennent, Hawaii
George R. C a tle tt, Ill.
John P. Goedert, Ill.
George M. Horn, Ill.
John D. Harrington, Ind. 
Sherman G . Shapiro, Me. 
George O . Sparks, Jr., Md. 
Ernest A . Berg, Mass. 
Kenneth S. Reames, Mich. 
Gerald C. Schroeder, Mich. 
W illiam  M. Dolan, Jr., Minn. 
James W . Clark, Mo. 
George D. Anderson, Mont. 
W a lte r C . W itth o ff, Nebr. 
W . W ayne Bunker, Nev. 
John E. Rich, N .H .
George D. M cCarthy, N.J. 
Fred Rohn, Jr., N.J.
Edward J. Neff, N .M . 
M atthew  F. Blake, N.Y 
Philip L. Defliese, N.Y. 
Malcolm M. Devore, N.Y. 
Sidney B. Kahn, N.Y.
Eli Mason, N.Y.
R. Gerard Palmer, N.Y.
Mark E. Richardson, N.Y. 
Baldwin E. Martz, N.D. 
W illiam  B. N ico l, Ohio 
John S. Schott, Ohio 
Presley S. Ford, Jr., Okla. 
A lb e rt G . Metz, Jr., Pa. 
Daniel L. McKnight, Jr., S.C. 
Morris F. Anderson, S.D. 
John S. Glenn, Jr., Tenn. 
Don C . Chorpening, Texas 
Robert J. H ibbetts, Texas 
L. Ludwell Jones, Texas 
Jordan B. W o lf, Texas 
W . Charles W oodard, Texas 
Barney Z. G oldberg, Vt.
Hayden Q . Anderson, Va.
W . Kenneth W oolley, Wash.
W illa rd  H. Erwin, Jr., W . Va.
Bernard M. Vaughan, W is.
C lyde W . Gaymon, W yo.
Hein Christensen, V. I.
The committee will nominate 
the following for members of 
Council on the floor of the an­
nual meeting on October 5,
1964, to fill vacancies which have 
been created by the election of 
officers:
For Member of Council at Large
(One-year term)
Richard S. C laire, III.
For Members of Council
(One-year terms)
H illia rd  R. G iffen, C alif.
Frank A . Gunnip, Del.
Each of the nominees has ex­
pressed his willingness to serve 
if elected. The list of nominations 
has the approval of all the mem­
bers of the committee on nomi­
nations.
Respectfully submitted,
Robert E. Witschey, 
Chairman 
J. Carlton Updike 
Durwood L. Alkire 
Thomas G. Higgins 
James E. Thayer 
James B. Willing 
W . Charles Woodard 
June 15, 1964
Proposed Amendments 
to the By-laws
Council has approved for dis­
cussion by the members present 
at the annual meeting, but not for 
action, the following proposed 
amendments to the By-laws. Un­
der the provisions of Article XV, 
Section 5, of the By-laws, follow­
ing the annual meeting the pro­
posed amendments will be sub­
mitted to all members for a vote 
by mail:
Proposal No. 1
To prevent Council from be­
coming too large, freeze the total 
number of “additional” elected 
members of Council within the 
meaning of Item (1) of Article 
VII, Section 1, paragraph (a ), of 
the By-laws, effective immediately 
after the 1966 annual meeting.
To give effect to this recom­
mended change, it is proposed 
that Article VII, Section 1, para­
graph (a ), of the By-laws be 
amended, effective immediately 
following the annual meeting of 
the Institute in 1966, in the fol­
lowing respects:
Change Items (1) and (2) to 
read in their entirety as follows:
(1 ) Each state, territory or 
possession of the United States or 
the District of Columbia having 
at least one member shall have 
at least one elected member of 
Council. Until the end of the an­
nual meeting of the Institute in 
1971, each such jurisdiction shall 
also have one additional elected 
member of Council for each five 
hundred members in excess of 
one member, based on member­
ship figures and addresses ac­
cording to the records of the In­
stitute as of August 31, 1965. Ef­
fective immediately following the 
annual meeting of the Institute 
in 1971, and immediately follow­
ing such annual meeting every 
fifth year thereafter, the total 
number of Council memberships 
resulting from the application of 
the preceding sentence shall be 
equitably allocated by the com­
mittee on nominations among the 
states, territories, and possessions
of the United States and the Dis­
trict of Columbia in accordance 
with the number of Institute mem­
bers in each such jurisdiction.
(2 ) The determination of the 
number of members in each juris­
diction and the allocation of 
Council memberships under this 
paragraph (a) to each jurisdiction 
shall be made by the committee 
on nominations at least four 
months prior to the annual meet­
ing of the Institute to be held in 
1971 and each fifth year there­
after, based on membership fig­
ures and addresses according to 
the records of the Institute as of 
August 31 preceding the date of 
such determinations, and shall be­
come effective immediately fol­
lowing the first annual meeting 
held after the making of such 
determinations.
Change Item (3) as follows: 
Delete the words “in any year” 
on line 1. Delete the words “for 
the immediately preceding year,” 
on lines 4 and 5, and insert in 
place thereof the following: “by 
the immediately preceding alloca­
tion,”
Proposal No. 2
To increase the number of “at 
large” members of Council from 
nine to twenty-one.
To give effect to this recom­
mended change it is proposed that 
Article VII, Section 1, paragraph 
(b ), of the By-laws be amended, 
effective April 1, 1965, to read in 
its entirety as follows:
(b) Twenty-one members to be 
elected at large without regard 
to the jurisdiction in which they 
reside. At the annual meeting in
1965, seven of such members 
shall be elected for a term of 
three years or until their suc­
cessors shall have been elected, 
four of such members shall be 
elected for a term of two years or 
until their successors shall have 
been elected, and four of such 
members shall be elected for a 
term of one year or until their 
successors shall have been elected. 
At the annual meeting in 1966, 
and at each annual meeting there­
after, seven of such members shall 
be elected for a term of three
years or until their successors 
shall have been elected; and
Proposal No. 3
To provide that state societies 
may designate as a Council mem­
ber any Institute member (rather 
than only the president or presi­
dent-elect of such state society, as 
the By-laws presently provide) 
for a maximum of six one-year 
terms.
To give effect to this recom­
mended change it is proposed 
that Article VII, Section 1, para­
graph (e ), of the By-laws be 
amended, effective April 1, 1965, 
by deleting the present wording 
in its entirety and substituting 
therefor the following:
(e) One member of the In­
stitute designated by the society of 
certified public accountants of 
each state, territory or possession 
of the United States and the Dis­
trict of Columbia, who shall serve 
for a term of one year or until 
his successor shall have been des­
ignated by such society but who 
shall not be eligible to serve for 
more than six successive terms 
under this paragraph (e ); and
Proposal No. 4
To permit the election to the 
Executive Committee of former 
members of Council as well as 
present members of Council, and 
give such former members of 
Council who are elected to the 
Executive Committee “ex officio” 
status as members of Council dur­
ing their service on the Executive 
Committee.
To give effect to these recom­
mended changes it is proposed 
that Article VII, Section 1, and 
Article IX, Section 2 (b ) , of the 
By-laws be amended, effective 
April 1, 1965, as follows:
Change the designation of the 
last paragraph of Article VII, Sec­
tion 1, from “( f ) ” to “(g )” and 
insert a new paragraph (f) to 
read as follows:
(f) Members of the Executive 
Committee who are not members
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of Council by reason of other 
paragraphs of this section.
Change Article IX, Section 
2 (b ), by inserting after the word 
“members” in line 3 the words “or 
former members.”
Proposed Amendments to the 
Code of Professional Ethics
Council has approved for dis­
cussion by the members present 
at the annual meeting, but not for 
action, the following proposed 
amendments to the Code of Pro­
fessional Ethics. Under the pro­
visions of Article XV, Section 5, 
of the By-laws, following the 
annual meeting the proposed 
amendments will be submitted to 
all members for a vote by mail.
Proposal No. 1
Amend Rule 2.01 to read as fol­
lows:
A member or associate shall not 
express his opinion on financial 
statements unless they have been 
examined by him, or by a mem­
ber or employee of his firm, on 
a basis consistent with the re­
quirements of Rule 2.02.
In obtaining sufficient informa­
tion to warrant expression of an 
opinion he may utilize, in part, to 
the extent appropriate in the cir­
cumstances, the reports or other 
evidence of auditing work per­
formed by another certified public 
accountant, or firm of public ac­
countants, at least one of whom is 
a certified public accountant, who 
is authorized to practice in a state 
or territory of the United States or 
the District of Columbia, and 
whose independence and profes­
sional reputation he has ascer­
tained to his satisfaction.
A member or associate may 
also utilize, in part, to the extent 
appropriate in the circumstances, 
the work of public accountants 
in other countries, but the mem­
ber or associate so doing must 
satisfy himself that the person or 
firm is qualified and independent, 
that such work is performed in 
accordance with generally accept­
ed auditing standards, as prevail­
ing in the United States, and 
that financial statements are pre­
pared in accordance with gener­
ally accepted accounting princi­
ples, as prevailing in the United 
States, or are accompanied by the 
information necessary to bring the 
statements into accord with such 
principles.
Proposal No. 2
Amend Rule 2.03 to read as fol­
lows :
A member or associate shall not 
permit his name to be associated 
with statements purporting to 
show financial position or results 
of operations in such a manner as 
to imply that he is acting as an 
independent public accountant un­
less he shall:
(a) express an unqualified opin­
ion; or
(b) express a qualified opin­
ion; or
(c) express an adverse opinion;
or
(d) disclaim an opinion on the 
statements taken as a whole and 
indicate clearly his reasons there­
for; or
(e) when unaudited financial 
statements are presented on his 
stationery without his comments, 
disclose prominently on each 
page of the financial statements 
that they were not audited.
Proposal No. 3
Amend Rule 3.04 to read as fol­
lows:
Commissions, brokerage, or oth­
er participation in the fees or
profits of professional work shall 
not be allowed or paid directly 
or indirectly by a member or as­
sociate to any individual or firm 
not regularly engaged or em­
ployed in the practice of public 
accounting as a principal occu­
pation.
Commissions, brokerage, or oth­
er participation in the fees, 
charges or profits of work rec­
ommended or turned over to 
any individual or firm not regu­
larly engaged or employed in 
the practice of public accounting 
as a principal occupation, as inci­
dent to services for clients, shall 
not be accepted directly or in­
directly by a member or associate.
Proposal No. 4
Amend Rule 4.02 to read as fol­
lows:
A member or associate shall 
not practice in the name of an­
other unless he is in partnership 
with him or in his employ, nor 
shall he allow any person to prac­
tice in his name who is not in 
partnership with him or in his 
employ.
This rule shall not prevent a 
partnership or its successors from 
continuing to practice under a 
firm name which consists of or 
includes the name or names of 
one or more former partners, 
nor shall it prevent the continu­
ation of a partnership name for 
a reasonable period of time by 
the remaining partner practicing 
as a sole proprietor after the 
withdrawal or death of one or 
more partners.
Insurance Trust Declares Big Refund
By the refund resolution passed 
by the insurance committee, 
participants in the Institute in­
surance programs will share in 
a dividend of over $3 million 
received from the insurance 
carriers —  just a shade under 
last year's record amount. The 
refund will be distributed in 
July.
The Trust now provides about 
one-half billion dollars life in­
surance and equal accidental 
death and dismemberment in­
surance for some 30,000 CPAs 
and employees. It is expected 
that invitations to join either 
the Group Insurance Plan or 
the CPA Plan will be sent to 
members in late August.
Booklet on staff motivation
Last evening I read, for the first 
time, your new bulletin MAP 20: 
“How to Improve Staff Member 
Motivation.” I say “the first time” 
because I intend to read it 
monthly from now on. . . .
I felt quite proud of the 
achievements of our firm before 
I read the bulletin. I am still 
proud because we have done a 
lot of the things you suggest. But, 
my pride is mixed with humility 
when I think of the work still to 
be done. Your bulletin will be of 
great help in our efforts to further 
solve our staff problems.
moves members to write
. . .  Staff training and motivation 
is the responsibility of every part­
ner — not just the one in direct 
charge of personnel.
J a m e s  W. K in d ela n  
Ring, Mahony 6 - Arner 
Miami, Fla.
I have seen nothing in the pro­
fessional literature that is of more 
importance as a basis for the be­
havioral science aspects of firm 
administration than MAP 20.
. . .  MAP 20 is by no means as 
straightforward and easy as it 
looks. Almost every sentence is
fraught with subtleties and pos­
sible misinterpretations. To really 
understand it will require a great 
deal of hard work including dis­
cussion. As the matters involved 
depend for successful implemen­
tation on firm policy, the process 
should start with:
• A seminar of managing part­
ners and members of firm execu­
tive committees
• Multiple (personal) copies of 
MAP 20 and some means to as­
sure that they are carefully read.
There is gold in these hills.
St e w a r t  Y. M c M u l l e n  
The American Group 
of CPA Firms 
Evanston, Ill.
Recent moves by two Institute committees and hearings before Congress 
suggest statistical sampling may merit more use in auditing
Statistical sampling moved to­
ward maturity as an auditing tech­
nique this summer.
• The committee on statistical 
sampling issued its second special 
report on statistical sampling and 
generally accepted auditing stand­
ards. (See JofA, July64, p.56.)
• Congress held hearings, at 
which Institute members testified, 
on a bill to permit statistical sam­
pling techniques in the examina­
tion of vouchers.
• The committee on auditing 
procedure plans to study clients’ 
use of statistical sampling, in place 
of a complete count, to check 
inventories maintained on perpet­
ual inventory records.
Kenneth W. Stringer, chairman 
of the statistical sampling commit­
tee, and Karney Brasfield, chair­
man of the committee on Federal 
budgeting and accounting, ap­
peared at the Congressional hear­
ings as individuals endorsing the 
concept of Federal Government 
use of statistical sampling. The 
bill would permit sampling for
examining vouchers as a replace­
ment for the present require­
ment of examining each individual 
item. Mr. Stringer’s testimony 
urged that the bill provide for 
reasonable administrative flexibili­
ty in sampling procedures within 
a general prescription by the 
Comptroller General as to stand­
ards. (For a fuller account, see 
the July Journal, page 8.)
The auditing procedure com­
mittee at its June meeting re­
viewed a report submitted to it 
by the committee on statistical 
sampling. The report recommend­
ed that consideration should be 
given to the issuance of a state­
ment on auditing procedure deal­
ing with the auditor’s observation 
of the physical inventory taking 
when his client uses statistical 
sampling to check the perpetual 
inventory quantities instead of 
checking each item at least once 
a year. The report suggested for 
the auditing committee’s consid­
eration the following approach:
“.. . Where a concern maintains
well kept and controlled per­
petual-inventory records and each 
year checks the quantities shown 
therein by comparison with counts 
of a statistical sample of the items, 
the independent auditor may ob­
tain competent evidential matter 
through observation of the physi­
cal count of the sample, provided 
the auditor has satisfied himself 
as to ( 1 ) the applicable internal 
controls, including the pricing and 
tying in of the perpetual records 
with the related accounts at least 
once each year, and (2 ) the de­
sign, selection, and evaluation of 
the statistical sample.”
The subcommittee, appointed 
to this project, has been instruct­
ed also to deal specially with the 
problem of the “once each year” 
phrase contained in “Extensions 
of Auditing Procedure” ( State­
ments on Auditing Procedure No. 
1 ) with regard to perpetual in­
ventories and to study the need 
for a possible amplification of 
Statement No. 1 with respect to 
inventories in general.
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Answers on problems of advertising, independence
Q. A member asks if the inde­
pendence of his firm with respect 
to a client would be jeopardized 
by having a staff employee of the 
firm serve as a resident auditor of 
the client.
A. The committee believes that 
an auditor is not necessarily lack­
ing in independence because he 
or his firm has written up the 
client’s books, made adjusting 
entries and prepared financial 
statements. However, if an em­
ployee of the accounting firm 
signs checks, approves vouchers, 
employs and discharges person­
nel, or performs any other func­
tions of management, the inde­
pendence of the firm would be 
jeopardized. But if the functions 
of the employee are limited to 
those normally performed by field 
auditors, the independence of the 
firm would not be impaired.
In summary, the committee 
thinks that a member or a firm of 
which he is a partner would not 
be considered independent with 
respect to any enterprise if a staff 
member of the firm makes man­
agement decisions or exercises the 
controllership function of the en­
terprise. (See Opinion No. 12.)
Q. A member asks if the inde­
pendence rule prohibits him from 
serving as a director of or having 
a financial interest in a client for 
whom he renders tax services, 
write-up work and prepares un­
audited financial statements.
A. Rule 1.01 relates only to the 
expression of opinions on financial 
statements. Members who render 
tax services or management ad­
visory services or who perform 
write-up work or, prepare un­
audited financial statements for
clients need not meet the same 
standards as those rendering opin­
ions. However, with respect to 
unaudited statements, members 
are obliged to observe the re­
quirements set forth, in Rule 2.03 
and Statements on Auditing Pro­
cedure No. 33. (See Opinion. Nos. 
8, 13 and 14.)  
Q. A member asks if his firm 
name may be listed in a classified 
buyers’ guide which is published 
and distributed by a trade asso­
ciation, some of whose members 
are clients of his firm.
A. Members are permitted to 
have listings in the classified sec­
tion of local telephone directories 
in order to enable interested per­
sons to locate them. ( See Opinion 
No. 11 of the ethics committee.) 
However, the committee does not 
believe that listings in commer­
cial buyers’ guides or similar pub­
lications are in keeping with the 
Institute’s rule against advertising.
July-August 1964
Second class postage paid at New York, N. Y. 
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The Miami meeting
Council to consider 
report on 
APB Opinions
Monday, Oct. 5 :  
Official business
Tuesday: Prospects 
for the profession
Wednesday: The 
impact of change
1st Statement on 
Responsibilities in Tax 
Practice to be issued
Current questions and future prospects are featured on the unusually busy 
agenda for this year’s annual meeting.
The Institute’s governing body has added an extra day to its regular one-day 
meeting to consider a report from the special committee on Opinions of the 
APB.
That committee, called for by resolution of the spring Council, has moved to 
produce proposals on how “reports of members should disclose material de­
partures from Opinions of the Accounting Principles Board.” As The CPA goes 
to press, the committee will be holding its final pre-Council meeting on that 
report. The essence of the report is presented as a special insert in this issue 
(2a-2b) so that all AICPA members can give their views on it to Council mem­
bers before the meeting.
Council will consider the special report, then receive reports from senior com­
mittees, in the meeting scheduled for October 2 and 3.
Members in attendance will consider a four-part set of amendments to the By- 
Laws designed to keep Council apportioned as an effective representative body 
(CPA, June, pages 1-2). Then they will discuss proposed changes in the Code of 
Professional Ethics (CPA, July-August, Call to Meeting, pages 13, 14). These 
proposals will later go to all the membership for mail ballot.
In the morning the wraps come off the CPA’s model of the world in 1975.
At the luncheon address President James E. Robison of Indian Head 
Mills, described in Business Week as a man who plans for every possibility, 
will depict his view of the next decade.
In the afternoon members can focus on any one of three views of the future in 
sessions on tax practice, management services, or the attest function.
Former SEC Chairman William L. Cary has accepted an invitation to look 
ahead “From the Government’s Viewpoint” at the attest function meeting.
Three simultaneous morning meetings will depict how the future will affect 
the structure of the profession, education and personnel and the maintenance of 
standards. Speakers were listed in The CPA, July-August, page 2.
The committee on Federal taxation has issued the first of its series of statements 
“intended to constitute a body of opinion on what are good standards of tax prac­
tice, delineating the extent of a CPA’s rosponsibility to his client, the public, 
the Government, and his profession.” The October Journal will carry State­
ment No. 1, dealing with the “Signature of Preparer” and a committee descrip­
tion of the objectives and scope of the program.
The CPA, September 1964. Published monthly except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 44, 
No. 8. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
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Revenue Service specifies its stand 
on access to CPAs' work papers
Recently issued instructions to 
Revenue Agents clarify the posi­
tion of the Internal Revenue Serv­
ice regarding requests for access 
to accountants’ work papers dur­
ing the course of an agent’s ex­
amination of a tax return.
While the new instructions 
recognize the Service’s right of ac­
cess to a CPA’s work papers, it is 
emphasized that “examining offi­
cers will not request access to 
such work papers as a matter of 
standard examining procedure in 
every case.” Development of the 
new instructions followed discus­
sions with representatives of the 
committee on Federal taxation. 
Thomas J. Graves, general chair­
man of the committee, com­
mended the IRS on the reason­
able attitude taken in the instruc­
tions.
The Service's new instructions 
were issued in a spirit of co-opera­
tion and reflect an understand­
ing of the problems of practi­
tioners. Agents are instructed to 
seek access only to the portion of 
the work papers considered ma­
terial and relevant to the exami­
nation. In determining materiality 
and relevance, agents are remind­
ed that:
• Accountants’ work papers 
should be used only as a collateral 
source of information.
• Access to work papers should 
be requested with discretion.
• The taxpayers’ records are 
the primary source of information.
In situations where it becomes 
necessary for the Service to issue 
a summons to secure the work 
papers, agents are instructed to 
request and identify only those 
portions of the work papers per­
tinent to specific matters under 
consideration, unless because of 
circumstances peculiar to the par­
ticular case, all work papers are 
considered material and relevant.
Discussions with the Service
were initiated by the Institute’s 
representatives following reports 
of IRS agents’ increased interest 
in seeking access to the complete 
set of audit work papers. In the 
discussions, the Institute’s repre­
sentatives recognized that Section 
7602 of the Internal Revenue 
Code provides the Service with 
sweeping authority “to examine 
any books, papers, records, or 
other data which may be relevant 
or material . . .” to any inquiry 
into a tax liability of any person; 
also, they acknowledged that Sec­
tion 7603 of the Code grants legal 
authority to the Service to com­
pel production of certain work 
papers by court order enforcing 
a subpoena. On the other hand, 
AICPA representatives expressed 
concern about the adoption of 
any standard procedure which 
would include requests for ac­
countants’ work papers. They felt 
that there should be no insistence 
upon obtaining audit work papers, 
except where substantially all of 
the papers requested are or may 
be pertinent to the determination 
of specific points under examina­
tion, and where an accurate de­
termination could not be made 
from the taxpayer’s records and
The profession’s new emphasis 
on precision public relations—get­
ting information to groups partic­
ularly interested in accounting — 
is having results in the financial 
and trade press.
Take, for example, an article 
on long-term loans in the July is­
sue of Commercial Car Journal 
(p. 122) which states:
“In the case of financial state­
ments, you should include annual 
reports for perhaps the past four 
or five years. If you are a sizeable
other information that may be 
available.
It was pointed out that while 
frequently CPAs (with the con­
currence of their clients) may be 
willing to make their work papers 
available voluntarily, the Service 
should not expect that all CPAs 
would adopt the same attitude.
The Institute’s representatives 
offered the following reasons in 
support of their views:
1. The CPA function and rela­
tionship with the client and third 
parties requires privacy, which is 
in the public interest. Widespread 
examinations of a CPA’s work 
papers would tend to defeat this 
objective.
2. The conduct of the CPA’s 
audit could be seriously affected if 
it could be expected that as a 
matter of course the work papers 
would be examined by the IRS. 
For example:
a. It would curtail frank dis­
closure to CPAs by clients.
b. It would reduce the CPA’s 
ability to deal with some matters 
informally. There may be un­
necessary tax inquiries since much 
of the material in work papers, not 
having been prepared for tax pur­
poses, may be misleading from a 
tax viewpoint.
c. It would add to the de­
mands of audit work.
3. Audit working papers are 
property of the CPA, not of the 
client.
outfit asking for $100,000 or more, 
it’s a good idea to have your 
annual audit done by a certified 
public accountant. This gives the 
bank an outside opinion of the 
financial position of your opera­
tion. It should be noted also that 
the services of a first-rate CPA 
firm go far beyond the audit. The 
counsel offered after the audit is 
often worth the cost of the audit 
itself.
“A CPA can help in preparing 
a cash-flow projection, too.”
Business press carrying articles on accounting
Report of the Special Committee on Opinions 
of the Accounting Principles Board
To the Council of the American Institute of CPAs
This Special Committee was appoint­
ed by President Heimbucher on May 
21, 1964. A copy of his letter addressed 
to William W . Werntz, Chairman, is 
attached as Exhibit A.* In essence, the 
letter sets forth the Committee’s work 
and objectives as follows:
1. Propose specific implementation as 
called for by the following resolution 
of Council at its May, 1964 meeting:
resolved—That it is the sense of this 
Council that reports of members should 
disclose material departures from Opin­
ions of the Accounting Principles 
Board, and that the President is hereby 
authorized to appoint a special commit­
tee to recommend to Council appropri­
ate methods of implementing the sub­
stance of this resolution.
2. Review the entire matter of the 
status of Opinions of the Accounting 
Principles Board and the development 
of accounting principles and practices 
for reporting purposes. From this re­
view develop and recommend to Coun­
cil a general statement of philosophy, 
purpose, and aims in this area.
In its deliberations, the Committee 
has had the benefit of a considerable 
amount of material including letters 
from members. In addition, comments 
were received on a preliminary draft 
of this report that was exposed to vari­
ous groups.
This report deals only with item 1 
of the assignment. The Committee 
proposes that its conclusions and rec­
ommendations to implement the reso­
lution be acted upon at the Fall 1964 
meeting of Council. The matters in 
item 2, however, require further time 
and consideration. The Committee an­
ticipates that it, or a succeeding com­
mittee, will be able to present recom­
mendations on item 2 for considera-
*Not reproduced. See President Heim­
bucher’s column, July-August CPA, pages 
4-5.
tion at the Spring 1965 meeting of 
Council.
In considering implementation of the 
resolution passed by Council at its
1964 Spring meeting, the Committee 
has reached the following conclusions 
and recommendations:
1. “Generally accepted accounting 
principles” are those principles which 
have substantial authoritative support.
2. Opinions of the Accounting Prin­
ciples Board constitute “substantial au­
thoritative support.”
3. “Substantial authoritative support” 
can exist for accounting principles that 
differ from Opinions of the Account­
ing Principles Board.
4. No distinction should be made 
between the Bulletins issued by the 
former Committee on Accounting Pro­
cedure on matters of accounting prin­
ciples and the Opinions of the Ac­
counting Principles Board. According­
ly, references in this report to Opinions 
of the Accounting Principles Board 
also apply to the Accounting Research 
Bulletins.1,2
5. If an accounting principle that 
differs materially in its effect from one
1 This is in accord with the following 
resolution of the Accounting Principles 
Board at its first meeting on September
11, 1959:
"The Accounting Principles Board has 
the authority, as did the predecessor com­
mittees, to review and revise any of these 
Bulletins [published by the predecessor 
committees] and it plans to take such 
action from time to time.
“Pending such action and in order to 
prevent any misunderstanding meanwhile 
as to the status of the existing account­
ing research and terminology bulletins, 
the Accounting Principles Board now 
makes public announcement that these 
bulletins should be considered as contin­
uing in force with the same degree of 
authority as before.”
2 The Committee believes that the Ter­
minology Bulletins are not within the
purview of the Council’s resolution nor
of this report because they are not state­
ments on accounting principles.
accepted in an Opinion of the Account­
ing Principles Board is applied in finan­
cial statements, the reporting member 
must decide whether the principle has 
substantial authoritative support and is 
applicable in the circumstances.
a. If he concludes that it does not, 
he would either qualify his opinion, 
disclaim an opinion, or give an adverse 
opinion as appropriate. Requirements 
for handling these situations in the re­
ports of members are set forth in gen­
erally accepted auditing standards and 
in the Code of Professional Ethics and 
need no further implementation.
b. If he concludes that it does have 
substantial authoritative support:
(1 ) he would give an unqualified 
opinion and
(2) disclose the fact of departure 
from the Opinion in a separate para­
graph in his report and, where prac­
ticable, its effects on the financial state­
ments either in the report itself, or in 
a footnote referred to in the report.3 
Illustrative language for this purpose is 
as follows:
The company’s treatment of (describe) 
is at variance with Opinion No. —  of 
the Accounting Principles Board (Ac­
counting Research Bulletin No. —  of 
the Committee on Accounting Proce­
dure) of the American Institute of Certi­
fied Public Accountants. This Opinion 
(Bulletin) states that (describe the prin­
ciple in question). If the Accounting Prin­
ciples Board Opinion (Accounting Re­
search Bulletin) had been followed, in­
come for the year would have been in­
creased (decreased) by $—  and the 
amount of retained earnings at (date)
increased (decreased) by $----  In our
opinion, the company’s treatment has sub­
stantial authoritative support and is an 
acceptable practice.
* * * * *
The company’s treatment of (describe)
is at variance with Opinion No. __  of
the Accounting Principles Board (Ac­
counting Research Bulletin No. __  of
the Committee on Accounting Proce­
dure) of the American Institute of Certi­
fied Public Accountants. This Opinion
3  In those cases in which it is not practi­
cable to determine the approximate effect 
on the financial statements, this fact 
should be expressly stated.
2a
(Bulletin) states that (describe the prin­
ciple in question). If the Accounting 
Principles Board Opinion (Accounting 
Research Bulletin) had been followed, 
the effect would have been as set forth in
footnote No. ___. In our opinion, the
company’s treatment has substantial au­
thoritative support and is an acceptable 
practice.
6. Departures from Opinions of the 
Accounting Principles Board which 
have a material effect should be dis­
closed in reports for fiscal periods that 
begin:
a. After December 31, 1965, in the 
case of existing Bulletins and Opinions;
b. After the issue date of future 
Opinions unless a later effective date is 
specified in the Opinion.
7. The Accounting Principles Board 
review prior to December 31, 1965, all 
Bulletins of the Committee on Ac­
counting Procedure and determine 
whether any of them should be re­
vised or withdrawn.
8. The Accounting Principles Board
include in each Opinion a notation that 
members should disclose a material de­
parture therefrom.
9. The failure to disclose a material 
departure from an Accounting Princi­
ples Board Opinion is deemed to be 
substandard reporting. The Practice 
Review Committee should be instruct­
ed to give its attention to this area and 
to specifically report to Council the 
extent of deviations from these recom­
mendations.
10. The Committee on Professional 
Ethics and the Institute’s legal counsel 
have advised us that the present By- 
Laws and Code of Professional Ethics 
would not safely cover an infraction of 
the above recommendations. The ques­
tion of whether the failure to disclose 
a departure from an Accounting Prin­
ciples Board Opinion be made an in­
fraction of the Code of Professional 
Ethics is so significant that it should 
be voted upon by the membership. We 
therefore recommend that the Com­
mittee on Professional Ethics propose
such an amendment for submission to 
Council.
11. Council of the Institute formally 
adopt the conclusions and recommenda­
tions contained in this report.
The Committee anticipates that there 
will be few instances in which an ac­
counting principle at variance with an 
Opinion of the Accounting Principles 
Board will continue to hold substantial 
authoritative support. The disclosure 
requirement will center attention on 
them. This attention should ultimately 
result either in discontinuance of the 
variant principle or further considera­
tion of the Opinion by the Board.
Respectfully submitted, 
W il l ia m  W . W e r n t z , 
Chairman 
A l b e r t  J .  Bows 
P a u l  G rady 
J ohn  R . R in g  
J .  S . S eid m a n  
M a u r ic e  H. S tans 
G l e n n  A . W el sc h
October 1964
Comments and Recommendations on the Report of 
the Special Committee on Opinions o f the Accounting Principles Board
I agree with the Committee report 
except paragraphs 5b(2) and 10.
The requirement to disclose not only 
the fact of departure from an APB 
Opinion, but also its effect on net in­
come and financial position (as sug­
gested in paragraph 5b(2)) in my 
opinion goes beyond the sense of the 
resolution adopted by Council. Inas­
much as it applies to a situation in 
which the company and the accountant 
agree that the principle used is gener­
ally accepted and applicable in the 
circumstances, this additional disclosure 
detracts from generally accepted ac­
counting principles. It may even reflect 
unfavorably on the company in much 
the same way as a qualified opinion 
because it carries the implication that 
there is something wrong with the re­
sult obtained.
A professional accountant should not 
be required to apologize publicly for 
exercising his professional judgment, 
especially when the method he has ap­
proved is generally accepted. I recom-
By Paul Grady
mend that disclosure of the effect on 
the financial statements be eliminated 
from paragraph 5b(2).
If Council believes that a member 
should be required to justify his ap­
proval of a generally accepted account­
ing principle not approved by the APB, 
the justification should be to his peers. 
Accordingly, paragraph 5b might be 
expanded to provide that the member 
should write a letter to the Practice 
Review Committee disclosing the fol­
lowing facts:
a. Describe the company’s treatment 
which is at variance with an APB 
Opinion (identifying the Opinion).
b. Disclose the effect on financial 
statements of the variant treatment, as 
compared with the principle accepted 
in the Opinion of the APB, indicating 
the effect on income for the year and 
the accumulative effect on retained 
earning.
c. Describe the substantial authori­
tative support for the variant treatment.
Under this procedure the Practice Re­
view Committee would express agree­
ment or disagreement with the judg­
ment exercised by the member and 
would prepare the general report to 
Council as recommended in paragraph
9 of the Special Committee’s report.
The question of whether or not the 
Code of Professional Ethics should be 
involved in this matter should not be 
decided until the Institute has had 
some experience with the proposed im­
plementation of the resolution. Until it 
becomes evident that the disclosure re­
quirement cannot be successfully im­
plemented using education and per­
suasion through the Practice Review 
Committee, any proposal to change the 
Code of Professional Ethics to make 
failure to disclose an act discreditable 
to the profession should be held in 
abeyance. I therefore recommend that 
the Council specifically affirm that the 
Code of Professional Ethics is not in­
volved in this matter at the present 
time.
2b
R & D expenditures: Defer? Capitalize? 
Write off? New project studies subject
A study on accounting for re­
search and development expendi­
tures has been recently under­
taken under the supervision of 
Oscar S. Gellein, of Haskins & 
Sells, New York City.
Expenditures by businesses in 
the United States for research and 
development have increased sub­
stantially during the past twenty- 
five years, and have become quite 
important in the financial state­
ments of companies in certain in­
dustries.
Many companies with regular 
research staffs engaged in con­
tinuing research activities charge 
research and development ex­
penditures to income as they are 
incurred. Others defer such costs 
to the extent that they relate to 
specific projects and those costs 
that are not identified with spe­
cial projects are charged to in­
come as incurred. Still others, 
especially new companies devel­
oping new products, capitalize re­
search and development expendi­
tures and amortize them as the 
products are produced and sold.
Mr. Gellein’s study will include 
an investigation of the several 
practices that are being followed. 
It will comprehend identification
of the varying conditions in which 
research and development activi­
ties are conducted, giving consid­
eration to the differences between 
companies which are in the early 
stage of the development of a 
product and those which are well 
established and are carrying out 
research, in part at least, to main­
tain a position in an industry.
It will consider the accounting 
for the development of a new 
product, the improvement of an 
existing product, and the develop­
ment or improvement of equip­
ment and production processes. 
The study will not be concerned 
with the accounting for expendi­
tures for exploration of minerals, 
oils, and other natural resources.
A project advisory committee 
(see box, this page) has been ap­
pointed to assist the research 
supervisor and the director of ac­
counting research with the proj­
ect. The members of the commit­
tee have had extensive firsthand 
experience with the problem; they 
will review the plan for the study 
and will advise the research super­
visor as to the conduct of the 
necessary research. They will also 
act as a sounding board for those 
making the study, and will review
the study to advise the director of 
accounting research as to its suit­
ability for publication.
After the study has been pub­
lished and comments received, the 
Accounting Principles Board will 
evaluate the entire project and 
decide whether to issue an Opin­
ion on the subject.
Reed K. Storey, director of ac­
counting research, says that com­
ments and suggestions on this 
project from members and other 
interested persons will be most 
welcome. They should be ad­
dressed to the Director of Ac­
counting Research, American In­
stitute of Certified Public Ac­
countants, 666 Fifth Avenue, New 
York, N.Y. 10019.
University fund honors 
former President Hope
A Memorial Fund is being es­
tablished for J. William Hope at 
the University of Bridgeport, Con­
necticut. Mr. Hope, a former pres­
ident of the American Institute, 
was secretary of the Board of 
Trustees of the University from 
1936 to 1962.
The sponsoring committee of 
the Memorial Fund has sent out 
letters to Mr. Hope’s hundreds of 
friends and associates throughout 
the country telling them about 
the Fund. The committee has al­
ready received several thousand 
dollars in unsolicited gifts.
Depending on the scope of vol­
untary support for the Fund, it 
will either take the form of an 
endowed University professorship 
or a scholarship.
Mr. Hope died April 30. He 
was on the Institute’s executive 
committee for seven terms, a vice 
president in 1948-49, and presi­
dent in 1951-52.
Members of the Institute who 
wish to contribute should write 
to: Sponsoring Committee, J. Wil­
liam Hope Memorial Fund, Uni­
versity of Bridgeport, Bridgeport, 
Connecticut 06602.
Accounting for R&D Expenditures
Project Advisory Committee
John W . Queenan, Chairman Haskins & Sells, New York City
Schering Corporation, Bloomfield, 
New Jersey 
Alexander Grant & Company, 
Chicago 
Radio Corporation of America, 
New York City 
E. I. duPont deNemours, Inc., 
Wilmington, Delaware 
Lybrand, Ross Bros. & Montgomery, 
New York City 
The University of Texas, Austin
Mortimer J. Fox, Jr. 
John W . Nicholson 
Howard L. Letts 
A . Russell Pippin 
Walter R. Staub 
John Arch White
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CPAs: Leaders or Losers in ADP?
C PAs a r e  involved in a revolution. It’s the kind of revolution that 
occurs only once in several hundred years — but when one comes, 
it shakes things up beyond recognition.
The industrial revolution substituted machinery for manual labor. 
The computer revolution is substituting machines for the men who 
were operating the machinery. What’s more, the revolution is not 
only replacing men on the production line, it is also replacing clerks 
and even the middle managers who make mathematical calculations, 
who classify and analyze factual data.
As every CPA knows, this revolution has had a heavy impact on ac­
counting already, both directly and through changes in the economy as 
a whole. But it is possible that CPAs, as well as production or white- 
collar personnel, may find their careers overturned as the computer 
revolution works its way. Surprisingly, the revolution could have its 
most profound effects on CPAs who deal with medium-sized and 
small-sized businesses.
So far, EDP has meant big machines for big business, but now 
computers are accessible to all sizes of businesses. They are rapidly 
becoming available directly through banks, service companies and 
even manufacturers and wholesalers who can offer smaller companies 
a wealth of control information fast.
In the first place, manual preparation of the books, of trial balances, 
of financial statements and even of tax returns is fast declining. Com­
puters may be able to do even this work faster and cheaper than people 
can. More importantly, machines can classify and analyze information 
which management must have to run a business efficiently — but 
which it is too costly to perform by manual methods. These machines 
can age receivables, analyze sales, report changes in inventory, com­
pare operating ratios for various periods — and they can discharge 
such data on request in a matter of minutes. They make frequent and 
timely reports available at comparatively low cost to any business.
If CPAs do not provide such information services to clients, someone 
else will. If that happens, the clients may decide they have no further 
need for CPAs at all.
An increasing number of banks have been offering clerical, book­
keeping and accounting services through their own computer installa­
tions. These computers more than replace men; they keep working 
around the clock. To keep them working, computer owners will reach 
out beyond their own internal data processing jobs and start offering to 
perform payroll, billing and bookkeeping services for others in order 
to keep their tireless mathematical machines at work.
Already a few banks are aggressively advertising such services to 
the general public. One bank has formed an automated accounting 
division offering to supply bookkeeping services “on a professional 
basis.” It advertises primarily to small- and medium-sized companies, 
offering not only to perform routine services but also to do special
analyses of sales and profit mar­
gins, inventory controls, cost cen­
ter distributions and similar man­
agement services.
This trend could put many 
banks on a collision course head­
ed for direct competition with 
local CPA firms. Even the inde­
pendent audit function might be 
affected.
Legislation has been introduced 
to limit banks’ activities in this 
area. But this seems neither de­
sirable nor likely to succeed.
Perhaps CPAs could arrange to 
utilize banks’ and service bureaus’ 
computers to serve their own cli­
ents. Hopefully, this would mean 
that CPAs would be absorbing 
most of the downtime on these 
computers, and banks and service 
bureaus in turn would be happy 
to refrain from soliciting the busi­
ness of companies.
There is an inevitable attraction 
between computer owners with 
their unused capacity and the 
smaller businesses with their need 
for better management informa­
tion at a lower cost. It is up to 
CPAs to provide the professional 
know-how which will link the 
needs of their clients with the fa­
cilities which are required to meet 
the needs. If CPAs do not do this, 
and soon, computer owners and 
smaller businesses may make such 
a union directly — to their own 
ultimate disadvantage and to the 
clear detriment of the accounting 
profession.
Insurance Trust 
Membership
The AICPA Insurance Trust will 
soon mail to members and 
firms represented in the Insti­
tute an invitation to begin or 
increase existing participation 
in the Trust on October 1, 
1964, if they are eligible. These 
invitations follow a refund dis­
tribution to subscribers in July 
of more than $3 million, 
amounting to 56.4 per cent of 
contributions for insurance for 
the applicable policy year.
Florida Court rules: State can regulate 
public practice— but within limits
A state has the power to regu­
late the public practice of ac­
countancy within that state, but 
that power may not be exercised 
in such a way as to make it vir­
tually impossible for an out-of- 
state CPA to qualify for a recipro­
cal certificate.
That is the essence of the de­
cision handed down by the Flo­
rida Supreme Court on July 29 
(see JofA, Sept.64, pp.35-36, and 
pp.68-71).
State regulatory interest
The Court stated:
". .  It is now well settled that 
a state may require a license and 
a reasonable fee from out-of-state 
concerns doing business within 
its borders, as well as conform­
ance with provisions designed to 
insure their integrity in dealing 
with its citizens, even though 
such concerns are engaged in in­
terstate commerce.. . .
“And it is settled in this state, 
as well as in other jurisdictions, 
that a state has a legitimate inter­
est in regulating a highly skilled 
and technical profession such as 
public accountancy. This being 
so, the standards of proficiency 
which must be met in order to be 
registered and to practice in this 
state [Florida] as a certified pub­
lic accountant should, logically, 
be met by out-of-state persons or 
firms as well as by local per­
sons and firms. To sustain the ap­
pellant’s contention that out-of- 
state certified public accountants 
should be given laissez-faire to 
perform unlimited engagements 
as certified public accountants in 
this state without regard to our 
standards of proficiency, and com­
pletely independent of the Board 
and its licensing requirements, 
would not only be grossly unfair 
to our resident public account­
ants who are required to comply
therewith, but would inevitably 
result in a lowering of such stand­
ards.”
Reciprocity considered
In 1962 one of the managers 
of the Miami office of Price Wa­
terhouse applied to the Florida 
Board of Accountancy for a re­
ciprocal certificate to practice as 
a CPA in that state. One of the 
requirements for the issuance of 
such a reciprocal certificate is that 
the applicant “has been engaged 
in the practice of public account­
ancy in Florida as a full-time em­
ployee of a CPA . . . for a period 
of two years, and is a resident, 
having resided continuously in 
the state for a period of two 
years. . ."
The Court held that it is proper 
to require out-of-state CPAs to 
obtain certificates from the Flo­
rida State Board in order to prac­
tice as CPAs in the state.
But the Court went on to say:
“It is one thing to say that out- 
of-state certified public account­
ants must comply with the certi­
fication requirements to practice 
as certified public accountants in 
this state; it is another to hedge 
the application for such certifi­
cates with such residence and 
clerkship requirements as to make 
it impossible for an out-of-state 
CPA to comply therewith.
“. . . If the examination and the 
standards of the state in which an 
out-of-state certified public ac­
countant was originally certified 
are equivalent to those of this 
state, there would appear to be 
no valid reason for requiring, as 
a prerequisite to the issuance of 
a reciprocal certificate, that the 
applicant therefor meet the resi­
dence and clerkship requirements 
[of the statute]. Nor does it ap­
pear to be reasonably necessary, 
to accomplish the purpose of the
Act, to require out-of-state certi­
fied public accountants who can­
not comply with the reciprocity 
provisions of the Act and who de­
sire to qualify, by examination, to 
practice in this state as CPAs, to 
meet the residence and clerkship 
requirements of the Act. . . .”
The Court therefore concluded 
and held “. . .  that the appellants 
should be allowed to continue to 
engage in the practice of ac­
countancy under temporary cer­
tificates to fulfill specific engage­
ments until such time as they 
have a reasonable opportunity to 
qualify, under either the reciproc­
ity or examination provisions of 
the statute — without regard to 
residence or clerkship require­
ments thereof — for registration in 
this state as CPAs.”
The appellants, Price Water­
house, had contended that they 
did not hold themselves out to the 
general public in Florida as a 
firm of Florida CPAs.
Accordingly, Price Waterhouse 
maintained that it should not be 
required to comply with the cer­
tification requirements.
The Court held that the appel­
lants were, in fact, performing 
work as CPAs in Florida through 
employees residing and working 
full-time in the state, even though 
they obtained temporary certifi­
cates to fulfill specific engage­
ments.
[ E d . N o t e : The Editorial in the 
September Journal notes:
“The particular case at issue 
has been remanded to a lower 
court with instructions to prepare 
a decree consistent with the Su­
preme Court decision. Though 
this has not yet been done, it 
seems clear that the decree must 
invalidate the existing require­
ment that to qualify for a recip­
rocal certificate in Florida an out- 
of-state CPA must have been ‘en­
gaged in the practice of public 
accountancy in Florida as a full­
time employee of a certified pub­
lic accountant, as defined in this 
chapter, for a period of two 
years. . . .’ ”]
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Reed Storey succeeds Paul Grady 
in leading active research program
September 1 marked the second 
change in leadership of the ac­
counting research division since 
that unit of the Institute was 
established in 1958. On that day 
Paul Grady retired from the In­
stitute and Reed K. Storey as­
sumed the post of director of 
research.
Mr. Storey, who moved up 
from the post of assistant director, 
will be leading an active opera­
tion. In recent months —
The APB asked for a ballot 
draft of the Opinion on leases, 
requested a simplified pamphlet 
illustrating how to report the fi­
nancial effects of price-level chan­
ges in financial statements, and 
has been considering a prospectus 
on materiality.
¶ Project advisory committees 
furthered their respective re­
search projects by considering: a 
draft on accounting for the cost of 
pension plans, a draft on report­
ing of income taxes, a first draft 
of the inventory of generally ac­
cepted accounting principles, and 
the first draft on intercorporate 
investments.
All members of the project 
advisory committee for research 
and development expenditures 
have accepted appointment; Her­
man W. Bevis will chair the advis­
ory committee on accounting for 
extractive industries, and other 
members of the committee are 
being selected.
Research work is in progress 
on foreign operations and good­
will.
Mr. Grady’s term as director of 
research caps a career of out­
standing service to the Institute, 
epitomized by his receiving the 
CPA gold medal in 1959 “for dis­
tinguished service to the account­
ing profession. . . .” In 1963 he 
agreed to come out of retirement 
to guide the research program, 
but on the condition that he serve
only until a suitable successor 
could be found. He found that 
successor in his own assistant di­
rector, Reed Storey, whom he 
recommended for director of re­
search.
Reed Storey brings to his new 
post experience both with a pub­
lic accounting firm and in teach­
ing accounting as an associate 
professor at the University of 
Washington. While at the Uni­
versity he did pioneering re­
search under a special grant on 
the determination of accounting
Enthusiastic response by mem­
bers last spring to two new pro­
fessional development lecture se­
ries has brought these courses 
back for repeat performances this 
fall/winter.
One course, “Current Problems 
in Taxation,” received the highest 
single registration of any course 
offered by the professional de­
velopment program in its five and 
one-half year history. The other 
course, “Systems and Procedures 
Engagements,” also “drew ex­
ceedingly well.”
The fall/winter presentations of 
“Systems and Procedures Engage­
ments” will be led by the man 
who helped develop it, Robert B. 
Nadel, Hertz & Herson, New York 
City. Assistant Commissioner of 
Inspections for the Internal Reve­
nue Service, Vernon D. Acree, 
will be the featured speaker for 
“Problems in Taxation.”
Both courses are described in 
detail in the professional develop­
ment catalog which will be mailed 
to all members in mid-September.
For those who wish to plan 
ahead, the management services
principles. He wrote up the re­
sults of this research in the most 
comprehensive monograph on the 
subject, entitled The Search for 
Accounting Principles; it was pub­
lished by the Institute this year. 
Mr. Storey received his doctorate 
from the University of California 
at Berkeley in 1958 and was a 
member of the Phi Kappa Phi and 
Beta Gamma Sigma honorary so­
cieties.
While Mr. Grady technically 
has retired again, he continues to 
give the profession the benefit of 
his experience on accounting prin­
ciples through service on the spe­
cial committee on Opinions of the 
APB and in compiling the inven­
tory of generally accepted ac­
counting principles.
course, “Systems and Procedures,” 
will be given in Milwaukee, Wis., 
on October 29-30; Memphis, 
Tenn., on November 5-6; and in 
Denver, Colo., on December 3-4.
“Current Problems in Taxation” 
has been scheduled for Detroit, 
October 22-23; Oklahoma City, 
Okla., November 16-17; and Jack­
son, Miss., December 7-8.
. . .  see your catalog
Denver, Colo., Sept. 24-25 . . . 
Omaha, Neb., Oct. 19-20 . . . 
Atlanta, Ga., Oct. 22-23 . . . 
Boston, Oct. 29-30 . . .
Fort Worth, Texas, Dec. 7-8 . .  .
These are just a few of the 
places where and dates when you 
can attend the professional devel­
opment clinics, conferences and 
workshops in fall/winter 1964-65.
The complete rundown of 
where, when and what is in­
cluded in the sixteen-page second 
annual professional development 
catalog which will be mailed in
New PD series win acclaim; 
for the full PD course line-up . . .
TAX COMMITTEE VIEWS NOW AVAILABLE 
A U T O M A T IC A LLY  TO A IC P A  MEMBERS
Me m b e r s  o f  t h e  A m e r ic a n  I n s t it u t e  now have an opportunity to receive — automatically and immediately upon publication — all of the 
important materials currently being produced by the Institute’s committee 
on federal taxation.
These materials include comments and recommendations on tax legisla­
tion which the committee submits to the taxwriting committees of Congress 
and to the Treasury Department. They also cover comments and recom­
mendations on proposed Income Tax Regulations, suggestions made to the 
Internal Revenue Service on improvement of tax forms, and other admin­
istrative policies and procedures.
The quantity or frequency of publication of materials of this kind cannot 
be forecast. However, if this service had been in effect during 1963-64, 
subscribers would have received all of the representative materials listed on 
the back of this page. Moreover, the current year’s service will be particu­
larly timely because it will include consideration of the many new proposed 
regulations under the Revenue Acts of 1962 and 1964 which are yet to be 
issued by the IRS.
Members engaged in tax practice will find this new service particularly 
valuable because it will alert them to potential problem areas in the case 
of pending tax legislation. It will give them a clearer understanding of tax 
administration problems and what attempts are being made to solve them. 
And it should generally lead to a more sophisticated awareness of tax 
developments — both current and future.
If you would like to take advantage of this subscription service, please 
 fill out and return the form which appears below.
A N N U A L  S U B S C R I P T I O N  FEE $7
SEE REVERSE SIDE FOR LIST OF REPRESENTATIVE MATERIALS
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please enter my subscription to your new service, Tax Committee 
Comments 6- Recommendations, for the period September 1964 — August
1965 at $7.00.
□  Payment is enclosed. □  Please send bill.
MEMBER'S N A M E __________________________________________________________________
FIRM _______________________________ _______________________________________________
(if part of mailing address)
ADDRESS___________________ __ ____________________________________________________
C ITY _________________________  STATE___________ ZIP CO DE_____________
TAX COMMITTEE COMMENTS & RECOMMENDATIONS
6a
PLEASE U SE  TH E FORM  O N  THE REVERSE  
SIDE TO SUBSCRIBE TO THIS NEW SERVICE
TAX COMMITTEE COMMENTS & RECOMMENDATIONS
A N E W  S U B S C R I P T I O N  S E R V I C E
Representative Materials Issued by the American Institute’s Commit­
tee on Federal Taxation During September 1963 —  August 1964
Comments and recommendations on H. R. 8363, the Revenue Act of 1964.
Comments and recommendations on H. R. 8000, Interest Equalization 
Tax Act.
Comments and recommendations on H. R. 7301 regarding collapsible 
corporations.
Suggestions submitted to IRS for revision of major income tax forms.
Comments and recommendations on the Service’s rulings publication policy.
Recommendations for liberalizing the Service’s policy on extensions 
of time for filing individual income tax returns.
Recommendations requesting liberalization of Revenue Ruling 64-110 
regarding affiliated corporations filing consolidated returns.
Comments on proposed regulations relating to (partial list) . . .
Carryback and carryover of and over-all limitations on foreign 
tax credit.
Limitation on acceleration on accrual of taxes.
Minimum distributions by domestic corporations.
Consolidated returns.
Earnings and profits of controlled foreign corporations.
Mutual savings banks and building loan associations.
Certain stock options.
Electing small business corporations.
Earned income from sources without the United States.
AICPA ethics committee issues opinion 
on independence, help wanted ads
mid-September to all members.
For example, are you interested 
in acquiring a sound basic knowl­
edge of ADP? A two-day course 
on this subject will be given in 
five cities scattered neatly from 
coast to coast. The pertinent facts 
are on page 4 in the catalog.
As the catalog title says, this is 
“your key to continued success.” 
Watch for it.
Retirement Plans data 
to be sent to members
Institute members who are 
thought to be eligible for favor­
able tax treatment under the Self- 
Employed Individuals Tax Retire­
ment Act (“Keogh Law”), re­
ceived information about AICPA 
Retirement Plans this summer.
As the Plans handbook notes, 
“For those in public accounting 
practice to attract and hold the 
personnel needed, a program for 
the orderly accumulation of re­
tirement funds for employees is in­
creasingly important. The AICPA 
Retirement Plans offer members 
a modern way of fulfilling this 
need while including themselves 
for a share in the benefits.”
Members who have sent census 
data to the Trustee are scheduled 
to receive a personal planning 
book and descriptive material de­
signed to assist them in selecting 
the most favorable basis of par­
ticipation. Computations and il­
lustrations based on each firm’s or 
sole practitioner’s data are being 
provided.
The Retirement Plans informa­
tion was sent to firms identified 
with the Institute and sole prac­
titioners except for members in 
the states of Texas, Wyoming, 
Colorado and North Carolina. In 
these four states local law may bar 
the Institute from offering the Re­
tirement Plans to members. A spe­
cial study is being made for each 
state in hopes that members in 
them may be invited to partici­
pate.
What can a member say in his 
reports on financial statements 
when he is considered lacking in 
independence? This and other im­
portant questions were considered 
by the Institute’s committee on 
professional ethics and seven of 
its subcommittees at a two-day 
meeting in Chicago.
A formal interpretive opinion 
on independence was approved by 
the committee, along with an ad­
dendum to an existing opinion on 
advertising. The committee also:
• Proposed a new rule of pro­
fessional ethics.
• Considered numerous inquir­
ies and complaints.
• Recommended disciplinary ac­
tion against five members.
Independence. The committee 
approved for publication in this 
issue of The CPA an opinion on 
the language of an accountant’s 
report on financial statements 
when he is considered not inde­
pendent under Rule 1.01. (See 
box below.) This opinion grew
O p in io n  N o . 15: "D isc la im er o f  
A u d ito r  Lacking Independ ence"
Inquiries have been rece ived  as 
to  th e  lang uage o f an account­
ant's re p o rt when he is con­
sidered to  b e  not in d ep en d en t 
under Rule 1 .0 1. In such c ir­
cum stances he is precluded  
from  expressing an opin ion on 
financia l statem ents. Instead he 
must disclaim  an opinion and  
in d ica te  c learly  his reasons 
th ere fo r. M o re o v e r, he should 
n o t s tate  th a t he has m ade an 
exam ination in accordance w ith  
generally  a cc ep ted  auditing  
stan d ard s*; nor, in th e  opinion  
o f th e  c o m m itte e  on profes­
sional ethics, should he describe  
th e  a ud iting  procedures he has 
fo llow ed .
out of a joint meeting with the 
committee on auditing procedure, 
and it has also been considered by 
the executive committee.
Another subject considered by 
the ethics committee was the 
question of an auditor’s independ­
ence when a staff member of his 
firm performs such duties as check 
signing, voucher approval, hiring 
personnel, and other management 
functions for a client. (See The 
CPA, July-August64, p.16.)
Agreement in principle was 
reached on the question of an 
accounting firm’s independence 
when a retired partner of the firm 
is a stockholder, officer, director 
or key employee of a client on 
whose financial statements the 
firm expresses an opinion. This 
will be covered in a future num­
bered opinion.
The committee clarified the ap­
plicability of Rule 1.01 to non­
opinion work, such as write-up 
services and tax practice. ( See 
The CPA, July-August64, p.16.) 
The committee also decided to
W ith  th e  concurrence o f th e  
co m m itte e  on auditing  pro­
cedure, th e  ethics co m m ittee  
suggests th e  fo llow ing dis­
cla im er:
"Inasm uch as w e have a d ire c t  
financial in terest in X Y Z  C o m ­
pany [o r o th er reason] and  
th e re fo re  are  not considered  
independ ent, our exam ination  
o f th e  accom panying financial 
statem ents was not conducted  
in accordance with generally  
a cc ep ted  auditing  standards. 
A cco rd in g ly , we are  not in a 
position to  and do  not express 
an opinion on these financial 
statem ents."
*See Statements on Auditing Pro­
cedure No. 33, Chapter 3.
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The Accounting Profession in a Changing World
Council settles 
APB disclosure 
question
. .. and then reviews 
current events 
in the profession
W here do we want 
to he in ten years?
What will you be 
doing in 1 9 7 5 ?
New look in AICPA 
financial statements
Miami meetings resolve current problems, then portray the future for CPAs
This issue of The CPA carries good news — and a lot of it — for members. Council 
achieved resolution of many of the issues concerning the Accounting Principles 
Board and reached agreement on how to proceed toward solving the rest. As 
a member, you should already have received a “special bulletin” providing you 
with the text of this ten-point Council resolution. For the story of how Council 
arrived at this solution, and what some representative members said about it, 
turn to page 3.
The Institute’s senior committees reported to Council on their principal activities 
during the last six months and their major plans for the next six months. They re­
vealed progress on such items as research projects, forthcoming statements on pro­
fessional conduct in taxes and management services, and recommendations on 
pension legislation. In specially condensed form for The CPA, these reports give 
you a roundup view of what’s happening in all phases of the profession (page 9). 
For a special report on the progress in professional development, turn to page 22.
New President Thomas D. Flynn answered this question in keynoting the 
annual meeting which concentrated on the profession’s long-range objectives. 
He predicted both great promise and considerable problems for CPAs in a 
speech which has been condensed for CPA readers on page 12.
You may be a specialist in taxes only, or in one phase of management services. 
Your whole firm may specialize in one phase of professional accounting. Or, if 
you are a sole practitioner, you may act more like a general practitioner in 
medicine—diagnosing clients’ needs and referring them, when necessary, to 
CPA specialists for particular kinds of engagements. The specialists could be 
associates of yours in a group of firms with which you have affiliated. These 
possibilities are only a sample of the many conjectures (starting on page 6) 
about the shape of the profession circa 1975.
The AICPA financial statements on page 16 look different this year. The presen­
tation has been condensed and refashioned to conform more to current cor­
porate practice. More information will be furnished to members on request.
As a professional accountant, you may also find interesting an explanation by 
Controller George Taylor of how the Institute’s budget system works (page 15).
Th e  CPA, O ctober 1964. Published m onthly, exce pt Ju ly-A u gust when b im onthly, fo r m em bership of the AIC PA, Inc. Vol. 44, 
No. 9. Publication and edito ria l o ffice : 666 F ifth  Ave., New Yo rk , N. Y. 10019. Second-class postage paid at New Yo rk , N. Y.
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JOHN L. CAREY
“ How can he expect to compete?"
T h e  f u t u r e  of the CPA profession was the theme of the Institute’s 
annual meeting early in October. Speaker after speaker emphasized 
the fact that fundamental changes are taking place in the American 
economy to which CPAs must adapt if they are to survive.
One change of major importance is the computer revolution, some 
of the implications of which were discussed in this column last month.
Closely related is the rapidly growing demand by management— 
of small businesses as well as large—for more and better information 
as a basis for planning, control and making decisions. There is a good 
deal of evidence that businessmen expect help from their CPAs in 
meeting this need—but are frequently disappointed. As time goes on, 
if such disappointments are too frequent, management will look else­
where for the help it needs, and there will be someone eager to provide 
it, even if that someone is not so well qualified as a CPA.
The larger CPA firms are keenly aware of these trends, and for 
years have been preparing themselves to meet broadening demands for 
what have come to be known as “management services.”
Many smaller firms, however, seem oblivious to what is happening. 
A recent survey of a sample of local firms showed that more than half 
had no partner or staff assistant who specialized in management 
services. More than half would not be prepared to give clients help 
in some of the more common areas which larger firms already regard 
as a regular part of their practice. Some local firms offer no management 
services whatever—not even budgeting and cost accounting—apparently 
confining themselves to write-up work, auditing and taxes. This may 
not be enough to sustain a practice ten or twenty years from now.
The concepts and techniques underlying managerial planning, con­
trol and decision-making are still in an early stage of development. 
But every year more knowledge and sophistication are acquired by 
those who are paying attention to this promising field.
Last year the Institute began publication of a new magazine, Man­
agement Services, designed to keep members abreast of the latest 
thought and techniques in the area. Only slightly less than seven thou­
sand members have subscribed, although more than eight thousand 
subscriptions have come from industrial accountants, management con­
sultants and other nonmembers. Many CPAs have complained that the 
magazine does not deal with problems of the local practitioner, that it is 
too technical and too theoretical. But if the local practitioner does not 
keep up with what is going on at the most advanced levels of his pro­
fession, how can he expect to compete with those who do?
Last year the Institute published a 400-page Management Services 
Handbook, specially designed to bring the local practitioner up to date 
in the most common areas of the CPA’s practice in this field. Although 
there are 12,500 CPA firms represented in the Institute’s membership 
of 50,000 CPAs, only 5,481 copies of this book have been purchased.
For several years a series of 
Management Services bulletins 
has been published. The average 
sale is 10,000.
Professional development courses 
in budgeting, automatic data proc­
essing, financing a small business, 
and related subjects are being 
made available in various parts 
of the country. Registrations run 
only in hundreds, not in thou­
sands.
If it is a sound prediction that 
the future will belong to those 
CPAs who offer not only auditing 
and tax services, but also help 
their clients to run their busi­
nesses better, then it appears that 
many CPAs are not staking out a 
claim to their share of the future.
State members can join 
AICPA pension programs
Practitioners or firms represented 
in state societies now may be able 
to join AICPA Retirement Plans, 
regardless of whether or not they 
are or have any partners in the 
Institute.
In accordance with a recent de­
cision of the Institute’s executive 
committee, it is expected that state 
societies applying for extension of 
eligibility for the retirement pro­
gram to their members will be 
approved by the retirement com­
mittee—unless there is a special 
legal problem arising from a par­
ticular state’s laws or some other 
controlling situation. Later on, the 
state societies will be invited to 
join with the Institute in this de­
velopment of the Plans.
Sole practitioners or firms who 
are eligible through approved 
state societies may participate on 
the same basis as those which 
are identified with the Institute; 
that is, the sole practitioner or at 
least one of the partners in a firm 
must belong to the state society.
AICPA Retirement Plans offer 
CPAs a way to gain the tax bene­
fits established in the Self-Em­
ployed Individuals Tax Retire­
ment Act of 1962 (Keogh Law).
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Council debate on APB disclosure issue 
results in a unanimous recommendation
Council members knew that 
they were about to take up one 
of the most important issues — 
and one of the most troubling — 
ever to face the profession as they 
walked into the meeting hall in 
Miami on Friday, October 2.
The issue — whether and how 
reports of members should dis­
close any departures from Opin­
ions of the Accounting Principles 
Board — had generated three days 
of earnest, sometimes heated de­
bate at the spring meeting of 
Council. That meeting resolved 
that members should disclose any 
such departures in their reports, 
but had left it up to a special 
committee appointed by President 
Clifford V. Heimbucher to work 
out the many particulars for im­
plementing this recommendation.
Dissent
The special committee, meeting 
several times over the summer, 
worked out a report which cov­
ered the many particular ques­
tions with regard to implementa­
tion. However, one member of 
the committee, Paul Grady, dis­
sented from two features of this 
report. The Grady dissent, while 
endorsing the greater part of the 
report of the special committee, 
differed from it on two important 
points: (1 ) Where should a mem­
ber disclose the fact of departure 
from an Opinion of the Account­
ing Principles Board, if he be­
lieves the accounting principle 
that was followed has substan­
tial authoritative support; (2) 
Whether Council should consider 
proposing the changes recom­
mended by the special committee 
as an amendment to the Code of 
Professional Ethics. (A copy of 
the report and the dissent was 
printed for members as a special 
insert in the September CPA. )
Discussion on the floor of Coun­
cil showed considerable support 
for the Grady viewpoint; on the 
other hand, there was some sen­
timent for a stronger statement 
than that recommended by the 
special committee. It was in this 
context that Thomas D. Flynn of 
New York, soon to be elected 
president of the Institute, intro­
duced an amendment covering 
these two points — an amend­
ment which he described as 
“offering a solution, not a com­
promise.” Essentially, his amend­
ment would permit disclosure of 
the fact — and where practicable, 
the effect — of a departure from a 
principle espoused in an APB 
Opinion to be noted either in the 
auditor’s report or in a footnote to 
the financial statements. His sec­
ond amendment proposed to defer 
consideration of whether there 
should be an amendment to the 
Code of Professional Ethics until 
such time as the special commit­
tee had completed the second part 
of its assignment, namely to:
. . . review the entire matter of 
the status of Opinions of the Ac­
counting Principles Board and the 
development of accounting princi­
ples and practices for reporting pur­
poses. From this, review develop­
ment and recommend to Council a 
general statement of philosophy, pur­
pose, and aims in this area.
Discussion
Spokesmen who had stood on 
different sides of the issue rose to 
endorse the Flynn proposal. One 
who had urged more firm under­
scoring of the authority of the 
Accounting Principles Board’s 
Opinions spoke of the amend­
ments in this fashion: “I do not 
consider this a compromise. This 
is not a question of whether dis­
closure should be made, but of 
the manner in which it should be 
made. This approach may even
be preferable because it may help 
to give the client a feeling of obli­
gation to disclose an important 
fact such as using a different prac­
tice from that endorsed in an APB 
Opinion.
“On the question of amend­
ment to the Code, I am not im­
pressed with the necessity of do­
ing anything now. I am sure that 
the profession will follow histori­
cal precedent if the recommen­
dations of the report as amended 
are sound. If they are sound and 
they do prove convincing, I am 
sure that their ultimate adoption 
into the Code will be agreed upon 
by all CPAs.”
Agreement
A spokesman who had stood on 
the other side of the issue and 
who had favored a slower ap­
proach, then rose and urged adop­
tion of the report with its pro­
posed amendments. He conceded 
himself “not wildly enthusiastic,” 
but noted that the amended re­
port provided a basis for moving 
forward. He particularly expressed 
approval of the feature which 
would set the effective date for 
the recommendation after De­
cember 31, 1965. “This,” he said, 
“gives us time to explain, time to 
educate, and gives the APB time 
to reconsider its positions if it 
feels this is necessary. Further, I 
expect very, very few reports of 
members will ever involve this 
issue.”
After more discussion, much of 
it indicating a wide assent from 
members of all persuasions on 
the issue, Council voted on the 
amendments. The amendment 
concerning disclosure was passed 
— 156 for to 7 against. The vote 
regarding deferral of the ethics 
question was even more favor­
able: unanimous.
Then Council voted on the 
whole report with these two re­
cently adopted amendments. The 
vote in favor: unanimous. Council 
burst into spontaneous applause 
for this resolution of one of the 
most fundamental questions which
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has ever faced the profession.
In response to a member’s ques­
tion, President Heimbucher gave 
this eloquently simple descrip­
tion of what the recommendation 
means: “It is,” he said, “a state­
ment by Council of what ought 
to be accepted practice by mem­
bers. In a historical sense it has 
the same status as Bulletin 23 be­
fore it was adopted by members 
as part of the Code of Profes­
sional Ethics.”
Significance
Members reading this account 
should already have received by 
first-class mail an authorized final 
copy of the recommendation as 
voted by Council. However, some 
further account of the discussion 
on Council floor may help clarify 
the significance of the recom­
mendation and particularly of the 
amendments to it. Past President 
J. S. Seidman (who chaired the 
special committee during the re­
cent illness of the regular chair­
man, William W. Werntz) made 
comments to this effect about the 
disclosure amendment: Having 
disclosure of any departure in a
  Approved a budget calling 
for expenditures of $4,438,870 — 
an increase of approximately 
$442,000 over budget for 1963-64. 
This budget figure for 1964-65 
would anticipate a transfer to in­
come retained for working capital 
of $45,050. Chief new projects 
provided for in these figures are: 
the new recruiting film, a confer­
ence on state legislation, a series 
of seminars on long-range objec­
tives, and the fellowship program 
giving grants-in-aid for research 
projects to teachers and Ph.D. 
candidates in accounting.
  Received with regret the res­
ignations of Alvin R. Jennings, 
Thomas G. Higgins, and Carman 
G. Blough from the Accounting 
Principles Board and, to com-
footnote may be a preferable ap­
proach. Sophisticated readers of 
financial statements frequently feel 
that what is said above the ac­
countant’s signature is not so sig­
nificant. They do recognize that 
there’s gold in those footnotes. A 
further benefit may be a reduction 
of pressure on the APB to hold 
back on issuance of Opinions in 
controversial areas — because the 
amendment would offer members 
an alternative treatment if they 
agreed with the use of some other 
accounting principle having sub­
stantial authoritative support.
Another past president applaud­
ed the adoption of the amended 
special report because he felt it 
would permit the profession to 
focus its interest now on the cri­
teria employed in the selection of 
accounting principles. He said: 
“We should study and determine 
where different accounting prin­
ciples are appropriate because 
they reflect the differences in busi­
ness methods, and we should 
weed out their employment where 
they are merely arbitrary.”
One former opponent of the 
recommendation, after commend­
ing Mr. Flynn for his statesman-
plete their terms, elected Clifford 
V. Heimbucher (as chairman, 1 
year) and Frank T. Weston (1 
year), and Philip L. Defliese (2 
years).
  Endorsed appointment of a 
committee to promote improve­
ments in the Self-Employed In­
dividuals Tax Retirement Act of 
1962 (Keogh Law).
  Learned that the National 
Society of Public Accountants has 
adopted a policy statement advo­
cating the licensing and regula­
tion of all persons offering serv­
ices to the public in the broad 
field of accounting, but acknowl­
edging that the audit function 
should ultimately be reserved to 
CPAs.
ship, expressed the hope that APB 
actions in the future would be 
such that there would be no need 
for the machinery established by 
Council. Another former oppo­
nent seemed to voice the feelings 
of Council, saying: “I hope all 
members of the Institute will sup­
port this. It is the support of mem­
bers which moves us along.”
New auditing projects 
reported to Council
Two proposed new statements 
on auditing procedure and an ar­
ticle pertaining to published fi­
nancial reports were considered 
by the AICPA committee on au­
diting procedure when it met in 
New York on September 14-16.
One of the statements, “Evi­
dential Matter for Long-Term 
Investments,” is tentatively sched­
uled for exposure after the group’s 
next meeting in December. The 
objectives of this statement are 
twofold: ( 1 ) to clarify the appli­
cation of the third standard of 
field work as it pertains to the 
sufficiency and competence of evi­
dential matter for long-term in­
vestments, and (2 ) to provide 
suggestions as to the type of re­
ports to be issued by the inde­
pendent auditor when he has not 
obtained sufficient competent evi­
dential matter on long-term in­
vestments.
The other statement, “Letters 
to Underwriters,” is also nearing 
the exposure stage.
At the meeting, the auditing 
procedure committee commented 
on an item to be published in the 
November issue of The Journal 
(p.89) written by Irving Richard­
son, a committee member and a 
general partner in the Chicago of­
fice of Alexander Grant & Com­
pany. Among other issues, the ar­
ticle deals with the concern of 
independent auditors for informa­
tion presented in portions of an­
nual reports other than the au­
dited financial statements section.
. . . in other actions Council:
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President Heimbucher's valedictory: 
a year of progress, a promising future
President Clifford V. Heim­
bucher completed his year as 
president of the American Insti­
tute with a speech urging CPAs 
to look ahead to an exciting fu­
ture — and look back on a year 
filled with considerable achieve­
ment.
“This is our century,” he told 
members at the annual meeting. 
Inaugurating the “long-range ob­
jectives year for the accounting 
profession,” Mr. Heimbucher said 
that it is becoming increasingly 
clear that the future stature of 
the accounting profession is vir­
tually unlimited; a ceiling can be 
imposed only by the profession 
itself.
Mr. Heimbucher’s speech start­
ed the annual meeting discussion 
devoted to consideration of the 
accounting profession’s goals for 
1975 and what measures it should 
take to attain them. He an­
nounced that the several years’ 
deliberation by the committee on 
long-range objectives, a commit­
tee on which he served for several 
years, would become available to 
the whole profession in a book 
by Executive Director John L. 
Carey scheduled for publication 
in a few months. Mr. Heimbucher 
also indicated that the concern 
with the future of the account­
ing profession is world-wide in 
scope. “The New Frontiers for 
Accounting” will be the theme of 
the Ninth International Congress 
of Accountants to be held in Paris 
in 1967, he said.
Question of principles
In reviewing the achievements 
during the year in which he was 
president, Mr. Heimbucher said, 
“The single most important matter 
engaging the attention of the pro­
fession during the past year has 
been the discussion concerning 
the status of Opinions of the
APB. This thorough deliberation 
culminated in the unanimous 
adoption by Council of a require­
ment for disclosure of departures 
from APB Opinions.” (See the 
story on page 3 of this issue and 
the November Journal, pages
11, 12.)
“We are better prepared than 
ever to move ahead toward our 
main objective: to eliminate the 
use of alternative accounting prin­
ciples not justified by differing 
circumstances.
“This action of Council, which,
I repeat, was voted unanimously, 
received the most painstaking 
thought and extensive discussion 
in order to reach a conclusion 
which is practicable but which 
will not force accounting prin­
ciples into a strait jacket or lead 
to a dictatorial procedure.
“Although the profession recog­
nizes that it has a primary respon­
sibility to be a leader in account­
ing thought, we realize full well 
that the problem is not ours alone.
“I must decry public statements 
quoted in the newspapers during 
the past few days. They have cre­
ated the impression that nothing 
is being done to improve finan­
cial reporting. They constitute
Thomas D. Flynn, New York 
C ity, president and chairman 
of the executive committee 
Horace S . Barden, Chicago, vice 
president 
Maurice J. Dahlem, Los Angeles, 
vice president 
Bernard B. Isaacson, Wilmington, 
Del., vice president 
John R. Ring, Miami, vice presi­
dent
David F. Linowes, New York 
City, treasurer
blanket indictments of our pro­
fession, its leaders, corporate 
management, the SEC, the securi­
ties exchanges, and the financial 
analysts. They claim that we have 
failed to accept or discharge our 
responsibilities to investors for 
sound accounting principles.
“Investor confidence in financial 
statements is justified by the fact 
that by the thousands they have 
stood the tests of usefulness and 
reliability over long periods of 
time and are being constantly im­
proved.”
Progress on problems
“Many accounting problems re­
main to be solved. These prob­
lems will be solved by co-opera­
tive democratic effort carried on 
in an atmosphere of mutual re­
spect and trust.
“The accounting profession will 
not be condemned for failing to 
solve all its problems at once; it 
will risk condemnation only if it 
ceases to try.
“Two steps seem necessary. 
First, clarify the profession’s posi­
tion, its objectives, and its aims in 
each of the problem areas — ac­
counting principles, disclosure, 
comparability, materiality, respon­
sibilities, and intelligibility.
“Second, do all that we can to 
communicate the results of such 
clarification to investors, analysts, 
the financial press, and others in­
terested.”
Malcolm M. Devore, New York 
C ity
Clifford V. Heimbucher, San
Francisco
Samuel A. Sakol, Chicago
Walter R. Staub, New York 
C ity
Robert M. Trueblood, Chicago
James VanderLaan, Denver 
Colo.
W . Charles Woodard, Fort 
Worth, Texas
AICPA Officers and Other Elected Members 
of the Executive Committee 1964-65
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1964 meetings foreshadow the shape of the profession in 1975
Where do we want to be ten, 
twenty, thirty years from now? 
What do we do to get there?
These questions keynoted the 
technical sessions at the Institute’s 
annual meeting — and were also 
stressed in the acceptance speech 
by the AICPA’s new president, 
Thomas D. Flynn, as he assumed 
leadership of the Institute for 
what will be the accounting pro­
fession’s “long-range objectives 
year.”
The big picture: promise 
and peril
The meeting was devoted to 
consideration of the profession’s 
goals for 1975 and beyond. Here 
is what the future may hold for 
CPAs as revealed in the annual 
meeting technical sessions, and 
what the Institute and the state 
societies hope will stimulate mem­
bership discussion.
President Flynn stated “We are 
in the early stages of a scientific 
and technological revolution of 
tremendous magnitude.”
Speakers at the first session 
sketched the broad outlines of 
this revolution. Both promise and 
peril were held out to this audi­
ence of CPAs.
One speaker predicted continu­
ing domestic prosperity building 
up to a trillion dollar economy in 
1975. This economy, he suggested, 
would require an even greater in­
crease in the number of profes­
sional accountants.
But another distinguished ana­
lyst presented a more mixed pic­
ture of the future, one in which 
computers would so thoroughly 
outdate existing routines and 
mechanical aids that even CPAs 
might find themselves in danger 
of unemployment by automation.
The shadow of the computer 
loomed over almost all these pro­
jections of the future. For in­
stance, speakers traced a prob­
able trend back to centralization 
of management and facilities due 
to the dependence on centrally
located computers and other auto­
matic control mechanisms. Where 
the computer goes, capital and 
management will follow. The 
speakers stressed that computers, 
by freeing managerial brains from 
mechanical or routine duties, 
would also induce more rapid and 
diverse changes in organizational 
structures.
Both of these trends indicate 
the tremendous demand manage­
ment will have for reliable and 
imaginative professional guid­
ance, a demand which would 
seem to call for a very high 
caliber of CPA. But the speakers 
also warned that if the profession 
does not develop enough top- 
caliber CPAs — then management 
will turn elsewhere for such guid­
ance.
Fine focus: CPAs’ specialties
William L. Cary, recently re­
tired chairman of the SEC, en­
visioned an expansion of the 
CPA’s audit functions, perhaps in 
such areas as attesting to com­
pliance with government regula­
tions. Mr. Cary expressed doubt 
that complete uniformity in ac­
counting principles could or 
should be achieved. He also sug­
gested that the SEC was unlikely 
to involve itself in the determina­
tion of accounting principles. 
However, he did indicate that the 
financial community would bene­
fit from reports which indicated 
the effects of using alternative 
treatments which have substan­
tial authoritative support. ( See 
story, pages 3, 4 for the account 
of Council action in this area.)
The session went on to ask: 
What will the auditor be, come 
1975? “A professional measurer” 
could well be the answer. This 
service might extend to almost 
any area of financial or mana­
gerial performance — and could 
include any area where high 
standards of professional rectitude 
and a high level of competence 
in measuring nonphysical phe­
nomena are paramount. Perhaps 
the CPA will attest to the level 
of performance of a government 
agency, or to the true costs at 
issue in a labor-management 
negotiation. He might even evalu­
ate the quality of management’s 
performance of its duties.
Tax practice
Most of the participants in this 
session foresaw opportunities for 
further substantial growth but 
emphasized that more and more 
a specialist would be required to 
assure clients of comprehensive 
and competent tax practice. The 
session traced the major evolution 
of the tax law away from one 
presented in terms of general 
principles toward one replete 
with specific detail. As AICPA 
Federal tax committee chairman 
Thomas J. Graves told the CPAs 
in attendance, “It has become in­
creasingly difficult to serve a cli­
ent well by providing answers to 
isolated questions.”
Management services
The need for management serv­
ices can become as broad as 
business itself. One speaker at 
this session stated that business 
entities must be viewed as a whole 
—not as a set of figures by CPAs.
The opportunities were almost 
taken for granted at this session. 
The real concern revolved around 
questions of how the profession 
should meet this demand, and 
how ethical discipline should be 
applied in management services.
Can CPAs become scientists or 
technicians in the wide varieties 
of MS disciplines — or should 
scientists become CPAs?
Or should CPAs merely have 
the capacity to judge the quality 
of MS specialists and assume the 
role of diagnosticians who recom­
mend to their clients the special­
ists needed for particular prob­
lems?
The medical analogy seemed
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strikingly appropriate in consider­
ation of many of these questions. 
Perhaps the small practitioner 
should take the role of the gen­
eral practitioner who translates 
management needs to the special­
ists, probably through some sort 
of referral approach. He would 
offer knowledge of and access to 
specialists on the one hand and 
closeness to and knowledge of 
his client’s business on the other.
The greatest threat to the fu­
ture of the small practitioner may 
come from the outside where 
agencies such as banks, and other 
possessors of computers offer to 
provide write-up services to the 
small practitioner’s traditional 
clients. The real significance of 
this threat may lie in its drying 
up the sources of write-up busi­
ness which have helped sustain 
many a small practitioner when 
he first hung out his shingle.
Education
Richard S. Claire, a member of 
the Common Body of Knowledge 
Commission, suggested that, in 
addition to the CPA examination, 
two other examinations be intro­
duced — one which would qualify 
a practitioner as a tax accountant, 
and another which would qualify 
him as a management services ac­
countant.
Mr. Claire proposed that the 
American Institute give the ex­
aminations in these latter two 
fields and also be responsible for 
awarding certificates in these 
areas.
A simpler code
AICPA Vice President John R. 
Ring, former chairman of the 
committee on professional ethics, 
said he could envision a Code so 
large and complex that it would 
be almost unworkable and fraught 
with inconsistencies in interpre­
tation — if the present trend to­
ward expanding the Code con­
tinues.
Steps should be taken, Mr. Ring 
said, to develop “an ethical Code 
which is easily understood and
readily enforced, and a body of 
professional literature which will 
provide guidance on specific ques­
tions.”
How will this reshape 
the profession?
AICPA Treasurer David Lin­
owes, chairing one of the Wed­
nesday programs, described the 
meeting as an accountant’s 
World’s Fair. He saw each ses­
sion as “a pavilion displaying 
what we are today, and, at the 
same time, projecting what we 
will be like in the future.”
Here’s what the projection 
looked like inside “the structure 
of the profession” pavilion:
• CPA firms may specialize in 
one phase of work such as taxes, 
or even in one or two types of 
management services.
• Small firms may all follow 
the evolution, already begun in 
some groups, toward close associ­
ation in a network of firms able 
to call on each other’s particular 
specialties.
• Management of firms them­
selves may become such a spe­
cialty that an expert CPA firm 
administrator may evolve, perhaps 
along the lines of medicine’s ex­
perts in hospital administration.
Research
“. . . Probably more research 
than we have ever thought could 
be necessary is the key to main­
taining standards in the new 
world that is breaking upon us. 
Research may well be the key to 
our survival as an essential part 
of our social and economic sys­
tem,” Richard Lytle told mem­
bers at the convention.
Mr. Lytle is director of the 
Institute’s technical services divi­
sion, but he emphasized that he 
was speaking “as an individual.”
“There are enough problems to 
go around, and it is important 
that reasonable efforts be made to 
attack as many of them as pos­
sible,” he said. “There is no sub­
stitute for personal research to 
enable the individual accountant
to keep his skills sharp in relation 
to current and future needs.
“It is quite possible, in view of 
the depth of technological, social, 
and economic changes taking 
place, and the rapidity with which 
they are coming, that many of us 
are at the crossroads so far as our 
future in the accounting profes­
sion is concerned,” Mr. Lytle con­
cluded.
A view of the potential
Past President J. S. Seidman 
looked into the future and daz­
zled his audience with his view 
of the potential. He saw sections 
of the profession (such as a tax 
section) as an inevitable develop­
ment — and as the only way to 
provide properly qualified spe­
cialists. He said this would call 
for special accreditation by the 
Institute, as specialization and 
continuing education developed 
different classes of CPAs espe­
cially prepared to perform par­
ticular services for clients. And 
particular distinction in these spe­
cialties should be recognized by 
election to various academies in 
accounting.
Accounting in all phases, and 
not just in professional account­
ing, may need a unified and con­
tinually communicating super­
organization — perhaps a joint ac­
counting council — which will co­
ordinate needs in education, re­
cruitment, and relations with the 
government.
Uniform requirements
William Hutchison of Oregon, 
chairman of the AICPA commit­
tee on state legislation, suggested 
that the present diversity in state 
accountancy laws and the bar­
riers to interstate and interna­
tional practice could stunt the 
growth of the accounting profes­
sion.
Mr. Hutchison also pointed out 
that only in the areas of third 
party reliance are the services of 
CPAs endowed with sufficient 
public interest to warrant statu­
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Profession honors achievements o f . . .tory interest. He suggested that in the future the CPA’s attest 
function would be extended be­
yond opinions on financial state­
ments to other communications of 
economic and financial data, such 
as the validity of sampling tech­
niques used in public opinion 
polls, the credibility of data pre­
sented in labor-management dis­
putes, certification to business 
planning, and management audits.
The public eye
After the last technical session, 
members heard the Institute’s 
public relations counsel Osgood 
Nichols advise CPAs that what­
ever their future would bring, it 
was more likely to appear in a 
goldfish bowl than in a private 
crystal ball. He cautioned that 
this encounter with the public 
would not be completely pleasant, 
but offered three pointers on how 
CPAs should go through “the 
wringer of a public accounting.” 
He said:
1. “Listen to your critics. They 
are trying to kick you out of the 
past. Even the most mulish of 
them is likely to be more than 
half right.
2. “Don’t dismiss the vision­
aries. They are trying to lead you 
into the future. They made lots of 
good sense at this meeting in 
Miami. Go home and turn it into 
practical use.
3. “Most important of all, tune 
in on the public’s expectations 
and meet them more than half 
way. Though your income comes 
from your clients, your charter 
comes from the public. As former 
SEC Chairman William Cary said, 
‘the forces at work in society are 
making management more de­
pendent on you than you are on 
management.’ ”
But contemplating the future- 
bright, cloudy, or uncertain — 
didn’t take up all the time of 
members at the meeting. The 
Miami weather was balmy, the 
seashore inviting, and the social 
program delightful.
. . .  distinguished leaders
The lifetime professional con­
tributions of two CPAs were rec­
ognized with awards of the CPA 
Gold Medal at the annual meet­
ing.
Andrew Barr, chief accountant 
of the Securities and Exchange 
Commission, was honored for 
“the development and mainte­
nance of sound standards of finan­
cial reporting” throughout his ca­
reer of over 25 years with the 
SEC. In making the award, 
Percival F. Brundage, an AICPA 
past president and chairman of 
the awards committee, expressed 
appreciation of Mr. Barr’s “clear 
and fearless expression of the 
need for higher standards.”
In an informal response, Mr. 
Barr accepted the award as “rec­
ognition of the influence of the 
SEC and its accounting staff.” He 
then expressed his opinion that 
“the accounting profession estab­
lishes its standards well in ad­
vance of legal requirements — 
which makes legislation unneces­
sary in this area.”
Thomas W. Leland, a major 
figure in accounting education 
and the profession’s organizations, 
was awarded the CPA Gold Med­
al posthumously. His widow ac­
cepted the award for her husband, 
who died while attending the 
AICPA annual meeting last year.
Mr. Brundage mentioned some 
of the significant posts which Mr. 
Leland had held in his career- 
head of the Division of Business 
Administration at A&M College of 
Texas, educational director of the 
American Institute, secretary of 
the Association of CPA Exam­
iners, secretary-treasurer of the 
Southern States Conference of 
CPAs, president of the Texas So­
ciety of CPAs.
Mr. Brundage commented that 
“it was characteristic that this life 
of distinguished service ended 
while he was attending a profes­
sional meeting.”
. . .  bright young men
The stories of this year’s Elijah 
Watt Sells award winners show 
what kind of promising young 
men are coming up in the pro­
fession.
Robert L. Carleton received the 
gold medal for scoring highest of 
all the 15,600 candidates in the 
November 1963 CPA examination. 
A summa cum laude graduate of 
the University of Denver, he was 
president of both the Beta Alpha 
Psi and Beta Gamma Sigma hon­
orary fraternities. Mr. Carleton 
worked for a year with a large 
firm, then joined the local Den­
ver firm of Kring and Tietze, in 
which he is a partner.
Leonard Leon Ray, who re­
ceived the silver medal for scoring 
second highest in the Novem­
ber examination, is a partner in 
the Memphis, Tennessee, firm of 
George B. Jones & Co. Mr. Ray 
“commutes” to his widespread cli­
entele via his own plane.
John R. Jordan, Jr., awarded 
the gold medal for scoring highest 
among the 14,173 candidates tak­
ing the May 1964 examination, is 
the son of a retired partner of 
Price Waterhouse & Co., Houston, 
Texas. He is now on the Dallas 
staff of this firm. A Phi Beta Kap­
pa graduate of The University of 
Texas, he was a Baker Scholar 
and was graduated with “high dis­
tinction” from the Harvard Gradu­
ate School of Business Adminis­
tration with an M.B.A. The Texas 
CPA recently published an article 
by Mr. Jordan entitled “Why I 
Chose Public Accounting as a 
Career.”
Irwin R. Shechtman, winner of 
the silver medal for scoring sec­
ond highest on the May exami­
nation, is one of the youngest men 
ever to win the award. He took 
the examination at age 21, shortly 
before graduating with honors 
from the University of Illinois, 
Mr. Shechtman is now a student 
at the Harvard Law School.
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Committees report to Council: What’s happened— what's planned
The Accounting Princi­
ples Board has taken 
several major actions 
since its last report to Council:
• The Board approved, with 
one dissent, Opinion No. 5, “Re­
porting on Leases in Financial 
Statements of Lessee.” The Opin­
ion was mailed to all members 
last month.
• The Board began considera­
tion of Accounting Research Study 
No. 6, “Reporting the Financial 
Effects of Price-Level Changes.”
• The director of accounting 
research submitted a letter in the 
Board’s name to the Federal Pow­
er Commission recommending 
that Proposed Rule-Making Dock­
et No. R-264 be reconsidered. The 
proposal would make deferred tax 
accounting unacceptable for all 
public utilities reporting to the 
FPC.
Several research 
studies are slated 
for early publica­
tion. A project advisory commit­
tee reviewed the draft of “The In­
ventory of Generally Accepted Ac­
counting Principles.” Its consen­
sus was that the inventory should 
be revised in certain respects and 
published as an accounting re­
search study. Publication is ex­
pected late this year.
“Accounting for the Cost of 
Pension Plans” is undergoing mi­
nor revisions. The project advi­
sory committee expects the study 
to be published early next year.
“Reporting of Income Taxes in 
Corporate Financial Statements” 
should be published in 1965.
Tentatively scheduled for pub­
lication in 1965—"Accounting for 
Intercorporate Investments” and 
“Accounting for Foreign Opera­
tions.”
In the early stages of develop­
ment are the studies—“Accounting 
for Research and Development 
Expenditures of Industrial Com­
panies,” “Accounting for Good­
will” and “Accounting for Extrac­
tive Industries.”
Still in the exploratory stage— 
proposed studies on accounting 
for income and earned surplus 
and on the concept of materiality.
The committee on Fed­
eral taxation reported 
that the first statement 
in a new series, Statements on 
Responsibilities in Tax Practice, 
was sent to all members last 
month. Statement No. 1 deals 
with the CPA’s responsibility for 
signing a tax return he has pre­
pared. Statement No. 2, which 
discusses whether a CPA may 
voluntarily assume the preparer’s 
responsibility and sign a return 
as preparer in a situation in which 
he reviews a return prepared by 
the taxpayer or another person, is 
nearing the exposure stage. Other 
proposed statements, in various 
stages of development, consider 
the effect of prior years’ examina­
tions on the preparation of a cur­
rent year’s return and the effect 
of omissions and errors in prior 
years on a current return.
The committee 
reviewed seven­
teen separate 
sets of proposed regulations since 
its last report to Council. The 
group noted that the most com­
plicated and generally the most 
voluminous proposals continue to 
be in the area of foreign-source 
income.
Committee representatives met 
with IRS officials to urge that 
Revenue Procedure 64-16 be re­
tained. The procedure sought to 
bypass the long-standing prob­
lem of defining a “method of ac­
counting” by providing instead 
for changes in “accounting prac­
tice.” The committee felt that re­
tention of RP 64-16 should assist 
taxpayers in the early settlement 
of cases which otherwise might 
result in extended negotiation.
The Service had given indications 
it was considering the withdrawal 
of the procedure following the 
recent Fruehauf decision.
The committee is de­
veloping new recom­
mendations for amend­
ments to the Internal Revenue 
Code and intends to submit them 
to the Congress when it meets 
early in 1965.
Work The September CPA and 
papers the October Journal car­
ried accounts of the 
committee’s discussions with IRS 
regarding their agents’ access to 
CPAs’ working papers.
The executive com­
mittee has adopted 
the recommenda­
tions, submitted to it by the Fed­
eral tax committee, that the In­
stitute adopt and pursue a policy 
of active leadership and support 
of attempts to obtain legislation 
to improve and liberalize the orig­
inal provisions of the Self-Em­
ployed Individuals Tax Retire­
ment Act of 1962. The committee 
recommended several changes in 
the existing “Keogh” provisions.
The senior com­
mittee on relations 
with the Federal 
Government told Council it con­
tinues to devote attention to such 
matters as:
• Co-ordination with agencies 
on utilization of generally accept­
ed accounting principles
• Improved co-operation with 
agencies on compliance reports
• Assistance to agencies in pro­
grams which make use of inde­
pendent audits (see JofA, Sept 
64, Washington Background, p. 
32).
The committee, composed of 
seven members, co-ordinates re­
ports from its seven consulting 
committees and ten consultants
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and deals with problems common 
to the Federal agencies.
The committee structure will be 
expanded in 1964-65 to provide 
it with consultants assigned to the 
Federal Aviation Agency, the 
Agency for International Devel­
opment, and the Department of 
Health, Education and Welfare. 
In addition, at the agency’s re­
quest, the Federal Power Com­
mission will receive expanded cov­
erage by a consulting committee 
rather than by a consultant.
The senior com­
mittee pointed 
out to Council 
some examples of co-operation be­
tween its component committees 
and consultants and the agencies 
during the year. For example:
• The Small Business Adminis­
tration issued its revised examina­
tion guide and Form 478 (affect­
ing small business investment 
companies) in a form generally 
consistent with comments ad­
vanced by a special ad hoc com­
mittee of the American Institute, 
working with Paul Lambert, Jr., 
the committee consultant to the 
SBA.
• The Department of Labor 
has considered future revision of 
Annual Report Forms D-1 and 
D-2, affecting some 150,000 wel­
fare and pension plans reports. 
Proposed revisions, developed 
through consultant Howard W. 
Maloy, were offered at the agen­
cy’s request.
• The Bureau of Public Roads 
reported a sharp increase in out­
side accounting assistance to 
states using Federal highway 
funds. Following consultation 
with the agency, two earlier 
Washington Background columns 
in The Journal had pointed out 
the need for such assistance.
• Sam B. Tidwell, committee 
consultant to the Office of Educa­
tion, and past Institute President 
Samuel J. Broad, together with 
three other CPAs, met with offi­
cials of the agency to provide 
technical assistance for the first 
draft (now partially completed)
of a proposed handbook on gen­
erally accepted accounting prin­
ciples for state and local school 
systems.
The chairman of the 
senior committee not­
ed that “substantial 
progress has been made in the 
area of Federal relationships, with 
particular emphasis on improved 
Federal financial control in pro­
grams involving the use of out­
side accountants; in better knowl­
edgeability of American Institute 
recommendations affecting gener­
ally accepted accounting princi­
ples; in over-all clarification of 
problems in the area of compli­
ance work related to the use of 
outside accountants and their cli­
ents; in the minimization of sub­
standard reporting; and in many 
other areas.”
The committee on 
professional eth­
ics told Council 
that it is considering a proposed 
new Rule 5.04, which would re­
quire members to co-operate with 
the committee and to respond to 
communications from the com­
mittee within thirty days on mat­
ters involving possible violations 
of the Code or By-Laws. During 
the business session on October 5, 
four proposed changes in the 
Code were discussed.
A subcommittee is 
discussing the prob­
lem of the utiliza­
tion of non-CPA specialists by 
accounting firms. The subcommit­
tee will submit a report to the 
full committee which will discuss 
this at its next meeting, which is 
scheduled for December.
The present By- 
Laws have no 
provision for the 
reinstatement of members who 
have been expelled by the Trial 
Board or whose membership has 
been terminated by the executive 
committee under Article V, Sec­
tion 4(f ) .  The ethics committee
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is considering a proposal that the 
By-Laws be amended to provide 
for the reinstatement of such 
members after a reasonable pe­
riod of time. The committee ex­
pects that this proposal will be 
the subject of a further recom­
mendation to the executive com­
mittee and the Council next 
spring.
The Common 
Body Study is 
proceeding ac­
cording to the Commission’s last 
report to Council ( The CPA, June 
64, p.3). The report of the direc­
tor of the research project on the 
Study is expected to be published 
in the summer of 1965, after re­
view by the Commission.
There were 14,­
173 candidates 
who wrote 49,600 
papers last May 13-15, an increase 
of about 1,000 and 4,500, respec­
tively, over the May 1963 statis­
tics, thus establishing new record 
totals.
For the first time an IBM 1230 
Optical-Mark Scoring Reader was 
used to grade the objective ques­
tions on the examination. The 
Board of Examiners “found it to 
be quite reliable. . . .”
The honor roll of states—those 
whose CPA-examination candi­
dates had passing percentages in 
all subjects above the national 
average—is as follows: Alabama, 
Colorado, Delaware, Illinois, In­
diana, Massachusetts, Minnesota, 
Missouri, Oklahoma, Utah, Wis­
consin, and Wyoming.
A new recruiting 
booklet, “A Career 
as a Certified Pub­
lic Accountant,” has 
been prepared to take the place 
of “Accounting May Be the Right 
Field for You.”
The Institute will have four 
National Merit Scholarships in ef­
fect during 1964-65. The com­
mittee on relations with univer­
sities reported to Council that 
“those persons to whom scholar-
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ships have been awarded in the 
past are making satisfactory prog­
ress toward degrees.”
 Management 
services
The committee 
on management 
services by CPAs 
has continued to concentrate its 
efforts on (1) a forthcoming se­
ries of technical studies, (2) ma­
chinery for referrals of manage­
ment services within the profes­
sion, and (3) scope and compe­
tence.
The committee on 
practice review re­
ceived for considera­
tion thirty cases from members 
during the last five months. Since 
the committee was appointed two 
years ago, it has received for con­
sideration ninety-six cases. Of 
these, sixty-four have been com­
pleted and the remaining thirty- 
two are in various stages of proc­
essing.
In its report to Council, the 
committee expressed the wish that 
“Council members and all other 
Institute members will continue 
to take an active part in the 
practice review program by pro­
viding the committee with its raw 
material—possible substandard au­
dit reports.”
The committee is 
continuing its study 
of just what type 
of publication or information may 
be prepared from the review 
cases—without any identification 
of the companies and auditors in­
volved. A summary is in progress 
of the types of deviations found 
in the completed sixty-four cases. 
The committee will consider the 
selection of several recurring areas 
of substandard practices in this 
summary for the preparation of a 
statement.
State society 
programs
Five states have in­
stituted programs 
which have oper­
ating procedures quite similar to 
those followed by the committee. 
Three states and two large local
chapters have programs operating 
in co-operation with a bankers’ 
association. Thirteen other states 
have a plan or program for im­
proving the level of practice 
through educational programs, re­
view and discussion of auditors’ 
reports with bankers’ associations, 
review of audit working papers on 
a co-operative basis, publication 
of material regarding substandard 
reporting or otherwise, but these 
states do not have a formal prac­
tice review committee. However, 
insofar as the committee has been 
able to ascertain, 28 societies have 
no program of any kind in the 
area of practice review or sub­
standard reporting.
Council members in all states 
where no program has been un­
dertaken have been asked to en­
courage their state society officers 
to institute a program.
The committee noted that pres­
idents of state societies should be 
aware that members of the Insti­
tute’s practice review committee 
are most willing to confer with 
them or to participate in meetings 
or programs that have the devel­
opment of practice review at the 
state level as an objective.
Under the proposed reg­
ulations issued recently 
by the Federal Reserve 
Board and the Federal Deposit In­
surance Corporation, approximate­
ly three hundred of the nation’s 
largest banks will be required to 
have their financial statements 
certified by independent auditors 
( JofA, Nov.64, p.22). The commit­
tee on auditing procedure in­
formed Council that if these pro­
visions “go into effect as writ­
ten, substantial accounting and 
auditing problems will arise be­
cause the industry has not here­
tofore had to deal with generally 
accepted accounting principles or 
the impact of independent pro­
fessional examination on their 
financial statements.”
The committee concluded its 
report on this matter with the 
comment that it has been working 
on these problems for several
years in anticipation of the fact 
that the present problems would 
some day arise.
“While it can by no means be 
said that a consensus among in­
dustry representatives and mem­
bers of the Institute has been 
arrived at, the committee’s posi­
tion on the important issues has 
been informally made clear to a 
number of representatives of the 
banking industry and the commit­
tee feels it is in a reasonably good 
position to deal with the forth­
coming problems.”
The committee has 
approved a survey 
of approximately one 
hundred warehouses. The survey 
will try to find out what auditing 
procedures have been applied in 
the past and what controls have 
existed. The survey will be limited 
to warehouse companies which 
engage Institute members to con­
duct periodic audits.
The committee believes that 
before any pronouncement can be 
made in this area it must know 
what auditing procedures were 
considered necessary in various 
circumstances prior to the pub­
licity over the Allied Crude mat­
ter.
Other
activities
Reports of other re­
cent activities of the 
committee on auditing 
procedure can be found on page 
4 of this issue of The CPA.
A tabulation of the 
fourth annual survey of 
revenues and expendi­
tures of accounting firms, as pre­
sented in MAP Bulletin 14c, was 
published earlier this month. 
(There’s an order form for MAP 
14c in this issue.) A bulletin deal­
ing with communications within 
public accounting firms has been 
tentatively scheduled for Decem­
ber publication. Maintenance of 
records and preparation of a staff 
manual are the subjects of other 
bulletins under consideration for 
the coming year.
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FROM THE
THOMAS D. FLYNN
A Perspective of the Profession
T h is y e a r  will be particularly 
demanding — on CPAs indi­
vidually and on the profession as 
a whole.
In spite of this pressure on 
our daily activities, or perhaps 
because of it, it is in order for us 
to take a good hard look at where 
we want to be ten, twenty, thirty 
years from now — and how to get 
there.
It seems particularly appropri­
ate to reappraise our long-range 
objectives for at least two reasons.
First, we are in the early stages 
of a scientific and technological 
revolution of tremendous magni­
tude. Change will be the order of 
the day, and
Second, it should help to put 
in better perspective our recent 
controversy over accounting prin­
ciples. Agreement on long-range 
goals should help to settle prob­
lems complicated by short-range 
difficulties.
First, as to change. It is abun­
dantly clear that the scientific and 
technological revolution which is 
presently getting under way will 
completely dwarf the industrial 
revolution which began over two 
centuries ago. The scope, the 
quality, and the speed of the cur­
rent changes are of a much higher 
order of magnitude than those of 
the industrial revolution.
Computers, together with input 
and output devices and controls, 
offer a staggering range of appli­
cations. We accountants will be 
living in the age of the computer. 
The electron and the atom will be 
the servant of man — like the ge­
nie of Aladdin — provided we can 
avoid the awful devastation which 
a nuclear war would bring.
In such a dynamic environment, 
it is almost impossible to make 
intelligent decisions on immedi­
ate problems without keeping our 
perspective on long-range goals.
Let me illustrate this point by 
reference to our recent discussions 
over generally accepted account­
ing principles.
Council debated this subject at 
length at the spring meeting. It 
spent a large part of the recent 
fall Council meeting seeking a 
solution to a phase of this import­
ant problem — a solution which 
was acceptable to an overwhelm­
ing majority of our members.
We made definite progress. We 
can look forward to further prog­
ress at the next spring meeting 
when Council will have an oppor­
tunity to consider in some depth 
a comprehensive study of the 
status of Opinions of the Account­
ing Principles Board. Hopefully, 
this will lead to adoption of a 
general statement of the philoso­
phy, purpose, and aims of the In­
stitute in this area.
“An era of increasing change”
Why is a long-range perspective 
particularly important in relation 
to accounting principles? In an 
era of increasing change, our aim 
should be continuous accommoda­
tion to these changing conditions, 
not a once-and-for-all answer to 
each problem which confronts the 
profession. Let us not expect one 
“final and complete solution” at 
the next Council meeting to the 
problem of “generally accepted 
accounting principles,” together 
with all its ramifications. Our job 
should be to find common grounds 
of understanding and agreement 
within the profession which will 
move us toward a solution. The 
recent action by Council on dis­
closure in financial statements of 
departures from APB Opinions is 
an excellent example of what I 
have in mind. Of course we need 
to explore our differences thor­
oughly but we have equal need
to be sure that we understand our 
areas of agreement and that they 
be stated with clarity. We do not 
want any disagreements to para­
lyze the profession from effective 
action. Nor do we want the pub­
lic to obtain a distorted and in­
correct picture of intramural dis­
harmony within the profession.
While we should feel keenly 
our responsibility for leadership 
in the area of accounting prin­
ciples, we should also make it 
clear to the public that we do not 
and should not have an exclusive 
responsibility in this area. Many 
other parties have a vital interest 
and a responsibility to participate 
in an orderly solution in this 
and other accounting problems: 
corporate leaders, including the 
financial executives, the stock 
exchanges, bankers, investment 
counselors, security analysts, and 
the important government agen­
cies, such as the Securities and 
Exchange Commission.
In other words, we should not 
bear the whole brunt of attack 
nor the full burden of rebuttal 
for the existing differences as to 
what constitutes generally accept­
ed accounting principles. What 
we should be able to do is to state 
clearly what we believe to be our 
proper obligations, what we in­
tend to do to discharge them, and 
how we shall go about it.
“What the future holds”
It is not likely as we look ahead 
that we will all agree, even with­
in rather wide limits, as to pre­
cisely what the future holds for 
our society and for the accounting 
profession over the next twenty- 
five years. However, I think that 
most of us will agree that the 
future will be bright for the pro­
fession.
During the last two years the 
long-range objectives committee 
has been giving extensive study 
to the probable position or out­
line of the profession a decade or 
two hence. These studies fur­
nished some of the basic material 
for the papers presented at the
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In this condensed version of his acceptance speech, the 
AlCPA’s new president discusses the professions future.
technical sessions of the recent 
annual meeting.
Our highly respected executive 
director, John Carey, has just com­
pleted a very interesting and 
readable book based largely on 
the work of the LRO committee. 
It should be off the presses early 
in January.
It is my strong hope that this 
book and the discussions at the 
annual meeting will serve as the 
basis for extended discussions 
throughout the year at state soci­
ety meetings and with other in­
terested groups. The raw “facts” 
and the educated guesses should 
be subjected to searching analysis. 
As a result of this probing effort, 
the profession should be much 
better equipped to understand the 
possible range of the future 
changes, and to distinguish those 
changes which are in harmony 
with long-range trends.
What will the changing world 
bring to the accounting profes­
sion — a profession which should 
number 140,000 CPAs by 1975?
International trade will expand 
tremendously. The CPA and his 
professional equivalent in other 
countries will be of inestimable 
help in promoting the flow of cap­
ital and world trade.
Growth will be vigorous in all 
the three major areas of our prac­
tice. It will afford ample oppor­
tunity to every CPA — whether he 
practices as an individual or in 
association with other CPAs — as 
long as he keeps abreast of the 
latest developments within his 
field.
Taxes will continue to be an 
important factor in our economy. 
Proper advice in this area will 
continue to require a sophisticat­
ed knowledge of accounting as re­
flected in the tax code and regu­
lations.
In a period of dramatic business 
change, management services of 
all kinds will be required in in­
creasing amounts, particularly 
those skills which involve elec­
tronic data processing information 
systems, appropriate reports for 
various levels of management, and
the reduction of clerical costs.
The auditor will expand his at­
test function, and will express his 
independent opinion on state­
ments which deal with a much 
wider range of data than is con­
tained in conventional financial 
statements. Increasingly, budgets 
and forecasts are becoming a nec­
essary part of successful manage­
ment. To keep pace with this de­
velopment, the CPA will have to 
concern himself to a far greater 
extent than he has in the past in 
the preparation and use of finan­
cial statements which forecast re­
sults of operations.
“Through the computer”
Probably the CPA will be en­
gaged much more in continuous 
auditing of his clients’ businesses, 
which will require even more in­
timate knowledge of current op­
erating conditions in those busi­
nesses. This will probably tend to 
reduce the distinction between 
auditing and management services 
skills.
This distinction will be further 
reduced as compatibility increases 
in the basic knowledge which the 
auditor and his management serv­
ices counterpart should have. The 
auditor of the future will have to 
perform much of his examination 
through the use of the computer 
instead of around it as is often 
done today. The data which sup­
ports his opinions on financial 
statements will be part of an inte­
grated information system stored 
on magnetic tapes or in a com­
puter. The auditor will have to 
be more knowledgeable about the 
theory of management, organiza­
tion, the flow of communications 
throughout the entire informa­
tion system, and the quality and 
amount of information which 
should be provided at various lev­
els of management. It has been 
suggested that “twenty years 
from now it may be commonplace
for CPAs to assume responsibility 
for the adequacy of information 
systems under standards compara­
ble to those which exist today for 
the audit of financial statements.”
For the continued growth of the 
profession we must increase our 
efforts on the broadest possible 
basis to attract outstanding young 
people. A much larger number of 
the best young minds need to 
know about the superior abilities 
required in the practice of our 
profession, the interesting and 
stimulating nature of the work, 
and the creative contribution 
which CPAs make to our society.
Many a talented young person 
who has only a vague awareness 
of what a CPA does would find 
in our profession a thoroughly 
satisfying and rewarding career.
The long-range objectives com­
mittee has advanced three basic 
ideas which could significantly 
influence the future growth of 
the accounting profession. The 
first of these ideas proposes an 
expanded definition of the ac­
counting function as embracing 
“the measurement and communi­
cation of all financial and eco­
nomic data.”
The second basic idea is “that 
a professional accounting service 
can be an integrated service, cov­
ering all of management’s needs in 
the measurement and communica­
tion of financial and economic 
data.”
The third basic idea is “that 
the attest function, up to now 
most prominently identified with 
the CPA’s opinion based on audit 
of conventional financial state­
ments, can naturally and prop­
erly be extended to other areas.”
In my year as your president, I 
hope to encourage and expand ex­
posure and debate of these basics. 
If, at the end of my term of office, 
our members have a better idea 
than they do now where they 
want to go, and how they can get 
there, I shall be well satisfied.
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PD division adds course on “cash flow”— 
here are some of the topics it covers
A new course, designed to fa­
miliarize the CPA with the funds 
statement, has been prepared by 
the Institute’s professional devel­
opment division and is now avail­
able for presentation by state 
societies.
The course, “Cash-Flow Analy­
sis and the Funds Statement,” 
emphasizes the various definitions 
of funds and explains which def­
inition is most appropriate in 
cases where the funds statement 
is presented as a statement of
disclosure, as a managerial tool, 
and as information in support of 
a loan application.
Participants in the course will 
also study the misuses of “cash 
flow” measurement in published 
annual reports and in the finan­
cial press and consider the broad 
problems which may face the ac­
counting profession unless im­
proper uses of “cash flow” data 
are discouraged.
Some of the practical questions 
discussed in the course are:
1. What are the various defini­
tions of funds — literal cash, cash 
and marketable securities, net 
monetary assets, working capital, 
and all financial resources?
2. Is it necessary to eliminate 
depreciation included in year- 
end inventories when preparing 
a statement of source and ap­
plication of funds?
3. What are the requirements 
of Opinion No. 3 with respect to 
the definition of funds? Of “cash 
flow?”
4. What is the nature of “cash 
flow” and what does it measure?
Members can obtain additional 
information by contacting their 
local state society professional de­
velopment offices.
Did you miss these publications when they were first announced? 
They are still timely, and all can be ordered from the Institute
Test your AICPA publica­
tion quotient. Check off the 
publications you have read 
which are listed on the right. 
How’s your average?
During the past year, the 
American Institute has pub­
lished more than a dozen 
guidelines and informative 
texts which should be a part 
of every practicing CPA’s li­
brary. Among these are Opin­
ions of the Accounting Prin­
ciples Board, Management of 
an Accounting Practice Bul­
letins, Accounting Research 
Studies, official questions 
and unofficial answers to re­
cent Uniform CPA Examina­
tions, and several reference 
books.
Here is a brief description 
of some of these important 
publications, many of which 
were advertised in The CPA 
when they first appeared. 
They can all be ordered from 
the American Institute of 
Certified Public Accountants, 
666 Fifth Avenue, New York, 
New York 10019.
MAP Bulletin No. 19: "R eten tio n  o f Records in O ffices  of  C e r t if ie d  □  
Public A ccountan ts"
— shows how firms of  various sizes handle  this vexing prob lem
$1.00
  
MAP Bulletin No. 14b: "R even ue and Expenses o f A ccounting  □  
Firm s"
— provides a  basis fo r  com paring  incom e and expense figures  
w ith  com posite  d a ta  o f  o th er firm s ta b u la te d  accord ing  to  size o f  
firm , reg ion , and  size o f  m etro p o litan  a rea  $ 1 .0 0
The Search fo r  Accounting Principles □
— traces th e  d eve lo p m en t o f  accounting  principles in the  
U n ite d  States since 1930, outlines th e  fo u n d atio n  o f these principles  
and th e  circum stances and atm osphere in which th e y  w ere d eve lo p ed , 
and discusses w h at needs to  be  done in th e  lig h t o f th e  requirem ents  
o f  m odern business $ 1 .5 0
MAP Bulletin No. 20: " H o w  to  Im prove  S ta ff M e m b e r M o tiv a tio n "  □  
— review s th e  latest theories o f work m otivatio n  m ost useful 
fo r  pub lic  accounting  firm s $ 1 .00
M anagement Services Handbook □
— brings to g e th e r , in re fe ren ce  fo rm , some o f th e  best m a te ­
rials th a t  have been published to  d a te  b y  th e  A IC P A  on these  
services— services which represent log ica l and p ro fita b le  extensions o f  
th e  professional accountant's  special tra in in g  and experience $ 9 .0 0
Working With the Revenue Code-—1964 □
— presents some o f  th e  outstand ing  articles  and ad vice  th a t  
have a p p ea re d  in th e  Tax C lin ic  d e p a rtm e n t o f  "The  Journal o f  
A cc o u n tan cy" $ 3 .5 0 , c lo th ; $ 2 .50 , p a p e r
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Institute controller explains the budget: 
how it’s developed, approved, controlled
On the following pages you 
will find the Institute’s financial 
statements for the year ended 
August 31, 1964.
Many members have written 
expressing interest in the AICPA’s 
budget system. This “annual re­
port” seems the right place to 
provide a condensed version of 
the answer with which Controller 
George C. Taylor responds to 
such inquiries. More information 
will be furnished to members on 
request.
Throughout its course — from 
planning through control — the 
budget is organized so that at 
most stages any expenditure can 
be analyzed from one of three 
aspects.
1. By type: What kind of ex­
pense is it—salary? rent?
2. By purpose: What member­
ship interest or committee is 
served by this expense—publica­
tions? management of an account­
ing practice? auditing procedures?
3. By authority: Who considers 
this expense necessary — the ac­
counting research division? the 
personnel department?
The Institute’s budget system 
provides for an orderly chain of 
review at the level of the staff or 
membership appropriate for the 
size and importance of an ex­
penditure. All expenditures are 
reviewed at least by AICPA divi­
sion directors; the most significant 
are reviewed by the executive 
committee, the committee on 
budget and finance and the 
Council.
Detailed budgets and planning 
are essential in order to allocate 
funds required for approved proj­
ects and activities of the Institute, 
as well as to consider allocation of 
funds for new projects and ac­
tivities initiated by committees or 
others.
The staff organization provides
the framework for the develop­
ment of budget needs. The Insti­
tute staff is divided into eight 
divisions, with the executive di­
rector, assisted by the managing 
director, providing over-all super­
vision. For cost accounting and 
control, the divisions and the exec­
utive office are further divided 
into thirty staff units called cost 
centers.
The managing director and 
division directors supply to the 
controller twice a year personnel 
requirements by job title for the 
cost centers under their control. 
These estimates take into consid­
eration the period of time in­
volved, approved projects or ac­
tivities, new projects or activities 
recommended by committees, and 
they include expected salary in­
creases. These summary estimates 
are further analyzed according to 
time to be spent by each indi­
vidual on the various projects and 
activities of the Institute.
The resulting summaries of esti­
mated income and expense by 
cost centers then are discussed by 
the managing director in indi­
vidual planning sessions with the 
division directors.
Approval of the budget
The controller and his staff com­
plete the budget, incorporating 
any increases or decreases result­
ing from the planning sessions, 
and submit it to the executive di­
rector. With his revisions, it is 
presented in terms of expenses by 
type, purpose, and authority to 
the committee on budget and 
finance.
This committee gives special at­
tention to new projects and to 
major changes from previous 
years. With its approval the budg­
ets (in less detail) are submitted 
to the executive committee and 
finally to Council. The fall meet­
ing of Council considers the
budget for the new fiscal year; 
the spring meeting considers a re­
vised current-year budget and 
projections for the four succeed­
ing years.
Controls under the budget
Budget control also is accom­
plished through the framework of 
the staff organization with divi­
sion directors responsible for their 
cost centers and the controller 
responsible for ensuring that 
funds are spent and income main­
tained according to the over-all 
budget.
The controller and his staff pre­
pare monthly financial statements 
which enable the division direc­
tors and the executive office to fol­
low closely their expenditures as 
compared to budget and to gov­
ern future commitments. Monthly 
time sheets that show the hours 
spent each day on various proj­
ects and activities furnish the 
basis for allocating salaries and 
proportionate overhead by pur­
pose. Other expense items are 
charged directly. Certain general 
service functions ( general ac­
counting, personnel, etc.) are not 
distributed because any allocation 
would be largely arbitrary.
These monthly financial reports 
all provide four sets of figures 
to facilitate analysis and control: 
actual and budget for year to 
date, total budget for the year, 
and total actual expenditures for 
the previous year. They show 
total Institute expenditures by 
purpose — a statement for each 
separate project or activity. Each 
of these over-all statements is 
supplemented by two detail state­
ments for each of the thirty cost 
centers showing expenses by type 
and by purpose.
The controller analyses major 
deviations, summarizes the rea­
sons for them, and makes recom­
mendations concerning them in a 
monthly report to the executive 
office. The executive committee 
reviews financial statements show­
ing comparisons to budget at each 
of its meetings, which take place 
about every two months.
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Financial Statements
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEM ENTS O F ASSETS, L IA B IL IT IE S  AND FU N D  BALANCES  
August 31, 1964 and 1963
GENERAL FUND 
ASSETS
1964 1963
Cash—savings accounts..............................................................................................................................  $1,594,008 $ 961,475
Cash-other .................................................................................................................................................  117,285 237,645
Marketable securities, at cost (quoted market 1964—$786,048; 1963—$720,330) ........................ 704,906 629,970
Receivables .................................................................................................................................................  169,340 142,953
Inventories, at c o s t ....................................................................................................................................  106,480 60,587
Prepaid expenses ........................................................................................................................................  22,066 15,609
Furniture and equipment, at nominal value .......................................................................................  ................. 1_ ________ 1
Total assets............................................................................................................. $2,714,086 $2,048,240
LIABILITIES AND FUND BALANCES
Liabilities:
Note payable in $5,000 semi-annual instalments......................................................................... $ 85,000 $ 95,000
Other payables....................................................................................................................................  151,637 155,993
Dues collected in advance............................................................................................................... 847,599 701,753
Unearned subscriptions and advertising .....................................................................................  381,724 295,496
Advance registration f e e s .................................................................................................................  30,751
Due to Elijah Watt Sells Scholarship F u n d ...............................................................................  ............. 232 ______ 147
Total liabilities......................................................................................................  1,496,943 1,248,389
Unexpended balance of Carnegie Corporation grant for Common Body of Knowledge study. . 18,758 22,133
General Fund balance:
Reserved for contingencies ............................................................................................................. 400,000 400,000
Income retained for working capital.............................................................................................. 798,385 377,718
Fund balance........................................................................................................  1,198,385 777,718
$2,714,086 $2,048,240
ENDOWMENT FUND
Assets:
Cash—savings accounts ...................................................................................................................  $ 129,926 $ 91,926
Cash—other ........................................................................................................................................  1,196 54
Marketable securities, at cost (quoted market 1964—$520,016; 1963—$528,639)...............  296,375 326,335
Library books, furniture and equipment, at nominal value.......................................................  ................. 1 ________ 1
Fund balance........................................................................................................  $ 427,498 $ 418,316
ELIJAH WATT SELLS SCHOLARSHIP FUND
Marketable securities, at cost (quoted market 1964—$5,824; 1963—$5,385) ........................ 4,655 $ 4,645
Due from General F u n d ...................................................................................................................  232 147
Fund balance......................................................................................................... $ 4,887 $ 4,792
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STATEMENTS OF INCOME AND EXPENSE 
Years Ended August 31, 1964 and 1963 
INCOME
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
1964 1963
Membership dues .............................................................................................................................................  $1,625,594 $1,529,018
Investment and sundry incom e....................................................................................................................  170,715 _________ 97,853
General incom e.........................................................................................................  1,796,309 1,626,871
Self-supporting activities:
CPA examinations, Journal of Accountancy (non-members), Management Services mag­
azine, Professional Development program, sale of miscellaneous publications:
Gross incom e........................................................................................................................................  2,271,835 1,901,245
Cost of self-supporting activities.....................................................................................................  1,946,365 1,617,339
Net income from self-supporting activities........................................................  325,470 283,906
Total .............................................................................................................................  2,121,779 1,910,777
EXPENSE OF ACTIVITIES AND PROJECTS
Direct service to members:
Journal of Accountancy, CPA, membership directory, technical publications, library,
communications with members, and annual meeting ........................................................
Maintenance of professional standards:
Accounting research (see special credit), auditing procedure, ethics, personnel recruiting,
research in Common Body of Knowledge (see special credit) ...........................................
Relations with state societies .........................................................................................................................
External relations:
Federal government, Federal taxation, aids to education, universities, and other outside
groups .................................................................................................................................................
Internal affairs:
Council and committees (including Executive Committee), maintenance of membership. . 
Service activities not allocated:
Accounting and finance, service functions, general management, legal f e e s .........................
Total regular expense..............................................................................................
Excess of income over expense, before extraordinary expense and special credits.........................
Extraordinary expense:
Net expense of Eighth International Congress of Accountants (additional to $75,000 pro­
vided in prior years) .......................................................................................................................
Net expense of VI Inter-American Accounting Conference........................................................
Costs of relocating AICPA offices .....................................................................................................
Net cost of sub-leasing space available for future expansion....................................................
Excess of income (expense) before special cred its..............................................................................
Special credits:
Contribution from American Institute of Certified Public Accountants Foundation for
accounting research program .....................................................................................................
Contribution from Carnegie Corporation toward costs of research in Common Body of 
Knowledge ........................................................................................................................................
Transferred to income retained for working cap ital......................................
576,865 571,313
388,300 336,976
73,065 81,076
195,617 216,486
209,394 191,877
417,561 430,451
1,860,802 1,828,179
260,977 82,598
$ $ 76,554 
50,088 
139,893 
44,530
311,065
260,977 (228,467)
131,315 143,645
28,375 2,867
159,690 146,512
$ 420,667 ($ 81,955)
STATEMENT OF CHANGES IN FUND BALANCES 
Year Ended August 31, 1964
Elijah 
Watt Sells
General Endowment Scholarship
$ 777,718 $418,316 $4,792 
420,667 95 
__________  9,182 _________
$1,198,385 $427,498 $4,887
Balance, September 1, 1963 ..................................
Excess of income over expense...........................
Gain on sale of securities......................................
Balance, August 31, 1964
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
STATEMENTS OF ASSETS AND FUND BALANCE 
August 31, 1964 and 1963
1964 1963
Assets:
Cash—savings accounts...........................................................................................................................  $443,440 $318,440
Cash—other ...............................................................................................................................................  10,459 34,059
Marketable securities, at cost (quoted market 1964—$316,750; 1963—$350,548)................  285,335 330,583
$739,234 $683,082
Fund balance:
Accounting research program ..............................................................................................................  $638,614 $582,494
Library (including permanent capital of $2,747) ..........................................................................  100,620 100,588
$739,234 $683,082
STATEMENTS OF CHANGES IN FUND BALANCE 
Years Ended August 31, 1964 and 1963
Income:
Income from securities, less custodian f e e s .....................................................................................  $ 26,837 $ 24,343
Contributions received:
For support of accounting research program ........................................................................ 166,370 172,258
Miscellaneous ....................................................................................................................................   32_  18
Total .............................................................................................................................  193,239 196,619
Disbursements:
Contributions to American Institute of Certified Public Accountants:
For library expense......................................................................................................................... 4,000 4,000
For costs of accounting research program ................................................................................. 131,315 143,645
Stationery, postage and other expenses.............................................................................................. ..................... 315 401
Loss on sale of securities....................................................................................................................... 1,457  182
Total .............................................................................................................................  137,087 148,228
Net increase in Fund ............................................................................................  56,152 48,391
Fund balance, beginning of year .............................................................................................................. 683,082 634,691
Fund balance, end of year ...........................................................................................................................  $739,234 $683,082
AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STATEMENTS OF ASSETS AND FUND BALANCE 
August 31, 1964 and 1963
1964 1963
Assets:
Cash—savings accounts...........................................................................................................................  $104,105 $ 66,605
Cash—other ...............................................................................................................................................  6,255 15,461
Marketable securities, at cost (quoted market 1964—$263,270; 1963—$254,950)................ 213,165 223,704
Fund balance: $323,525 $305,770
STATEMENTS OF CHANGES IN FUND BALANCE 
Years Ended August 31, 1964 and 1963
Income:
Contributions ............................................................................................................................................. $ 17,857 $ 15,720
Income from investments....................................................................................................................... 13,311 12,561
Sundry ........................................................................................................................................................  .................  .......... 200
Total .............................................................................................................................  31,168 28,481
Disbursements:
Assistance to members ...........................................................................................................................  9,880 8,590
Stationery, printing and other expenses ............................................................................................ 866 985
Loss on sale of securities ....................................................................................................................  2,667 _____________ 336
Total .............................................................................................................................  13,413 9,911
Net increase in F u n d ..............................................................................................  17,755 18,570
Fund balance, beginning of y e a r ..................................................................................................................  305,770 287,200
Fund balance, end of y e a r .............................................................................................................................  $323,525 $305,770
N o te —The American Institute Benevolent Fund, Inc., has been named remainder beneficiary 
of the estate of Harold Burton Hart, deceased, a former member of the Institute. It is 
expected that the final accounting of the estate will be completed before December 31,
1964 and that the Fund will receive a bequest of approximately $200,000.
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No. 14c
The latest bulletin in the Management of an Accounting 
Practice series — No. 14c: Revenue and Expenses of Accounting 
Firms — has just been published.
This third annual survey — a supplement to MAP Bulletin 
No. 14: Basic Financial Reporting for Accounting Firms — is 
based on replies to a questionnaire which was sent to all ac­
counting firms and individual practitioners represented in the 
American Institute. The study therefore provides you with a 
basis for comparing your own income and expense figures with 
composite data which have been tabulated according to size 
of firm, region, and size of metropolitan area.
SOME HELPFUL EXHIBITS INCLUDED IN THE SURVEY
* Firm net income by number of partners.
* Hourly billing rates by class of staff.
* Normal percentage of employee annual base salaries recovered 
in daily billing rates.
* Total salary, operating expenses and net income percentages.
* Operating expenses as a percentage of gross income.
* Average billing — per person per year — by size of firm.
MAP Bulletin No. 14c is available at $1.00 per copy. We will 
be glad to send it to you as soon as we receive your instructions.
SEE REVERSE SIDE FOR EARLIER BULLETINS AVAILABLE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 Fifth Avenue, New York, New York 10019
Gentlemen: Please send, postpaid, __ copies of MAP Bulletin
No. 14c: Revenue and Expenses of Accounting Firms @ $1.00 
each. Payment is enclosed.
Also send th e  fo llow ing  e arlie r bulletins @  $ 1 .0 0  per copy:
N o s . ____________________________________________________________ _______
N A M E .
F IR M .
(if part of mailing address) 
ADDRESS____________________________________________________
C IT Y _______________________________________ STATE________________ZIP C O D E .
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To the Members of the American Institute 
of Certified Public Accountants:
We have examined the statements of assets, liabilities
and fund balances at August 31, 1964 of the American Institute of 
Certified Public Accountants, the American Institute of Certified 
Public Accountants Foundation, and the American Institute Benevolent 
Fund, Inc, and the related statements of income and expense and fund 
transactions for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accord­
ingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances.
liabilities and fund balances and of income and expense and fund 
transactions present fairly the financial position of each of the 
aforementioned organizations at August 31, 1964, and the results of 
their operations for the year then ended, in conformity with gener­
ally accepted accounting principles applied on a basis consistent 
with that of the preceding year.
In our opinion, the accompanying statements of assets
Respectfully submitted
Certified Public Accountants
New York, New York 
September 25, 1964
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1963-64: the very best of all six years 
for the professional development program
Revenues exceed costs!
Enrollments top fourteen thou­
sand!
Those were the happy high­
lights of the professional develop­
ment program’s sixth year of op­
erations.
The PD division’s Board of 
Managers reported to Council that 
it was the first time the program 
ended a year with a surplus. Dur­
ing its first five years, the division 
had accumulated deficits of $169,­
200. Fiscal 1964 results, which 
show an excess of receipts over 
disbursements of $22,500, reduce 
this figure to $146,700.
Enrollments of 14,250 in fis­
cal 1964 represent an increase of 
almost 5,000 over fiscal 1963 and 
an almost seventeen-fold increase 
over the 814 enrollments during 
the program’s first year, 1958-59. 
( See chart at right.) The division
expects that enrollments will ap­
proach 17,000 this year.
The report to Council empha­
sized that “a significant factor in 
the success of the program has 
been the work of the state society 
organizations” and that “there are 
now five states with full-time pro­
fessional development directors 
or managers as well as three other 
states with part-time directors.”
Eight new courses are expected 
to be completed during the cur­
rent year. Of these, “Training Pro­
gram for In-Charge Accountants” 
is to be given top priority.
In conclusion, the report notes 
that “there are now sufficient 
courses to establish a broad 
enough base to maintain the pro­
fessional development division on 
a self-sustaining basis over the 
long run. Courses have been pre­
pared in almost every area of the
PD Enrollments
CPA’s activities. . . .  At the same 
time, new courses will be pre­
pared in all areas of professional 
practice to assure the attainment 
of the professional development 
division’s objective of increasing 
the competence and stature of 
CPAs by making available to 
them and their staff assistants a 
well-rounded program of contin­
uing education.”
OCTOBER 1964
Second class postage paid at New York, N. Y.
The CPA is the membership bulle tin o f the Ameri­
can Institu te  of Certified Public Accountants, Inc.
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Bank committee calls 
certification essential 
in letter to agencies
Forum  on legislation 
draws m em bers from  
thirty-six states
IRS official discusses 
program  evaluating 
audit guidelines
New AICPA magazine 
recognized fo r wide 
coverage of EDP
Official account of 
annual meeting 
starts on page 5
A proposal by two Federal agencies to require independent audits of about 300 
of the larger banks has been strongly endorsed by the AICPA committee on 
bank auditing. In commenting on tentative regulations issued by the Federal 
Reserve Board and the F D IC , the committee declared that certification was 
essential to carry out the intent of Congress in the 1964 revision of the Securities 
Acts. It also said that arguments which had been advanced against the certifi­
cation requirement were without substantial merit. The agencies’ proposals have 
provoked strong differences of opinion within the banking industry and other 
financial circles. (See The Journal, Oct.64, p.26, Nov.64, p.22.) The full letter 
and an editorial on the issue will appear in the Decem ber Journal.
Nearly 100 representatives from 36 state CPA societies are convening in Chicago 
for the first National Conference on State Accounting Legislation as this issue 
of The CPA goes to press. The three-day meeting provides members with an 
opportunity to exchange views on the best means of developing and maintaining 
the legislative standards of the accounting profession.
“Special tax-return study seeks new guides for IR S sleuths.. . . The guides are 
closely guarded secrets. . . .” These quotes from a Wall Street Journal news item 
moved the Institute to ask IR S for a description of how it chooses returns for 
audit and how it plans to revise these criteria. Donald W. Bacon, Assistant 
Commissioner, Compliance, responds to these questions in an exclusive 
interview on page 4.
Five selections from recent issues of Management Services, the Institute’s new 
magazine, appeared in the October Data Processing Digest, the “Bible” of 
digests in data processing and related subjects: “PERT/Cost—The Challenge,” 
“Industrial Dynamics,” “The ED P Feasibility Study,” “An Internal Control 
Checklist for E D P ,” and “On Line-Real Time Systems—1964.” The topics chosen 
for selection indicate the scope of coverage of the new magazine. The Digest 
also presented an article from The Journal, “Evaluating Internal Controls in 
ED P Systems,” a selection which demonstrates The Journal’s continuing 
commitment to cover relevant data-processing developments for its readers.
The official minutes of the recent meeting in Miami are printed in this issue 
(satisfying a requirement of the By-Law s). They provide an official text of the 
proposed amendments to the By-Laws and Code of Professional Ethics which 
will go to all members for mail ballot early next year along with a summary of 
the pro and con arguments presented at the annual meeting.
The CPA, November 1964. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 44, 
No. 10. Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
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Who wants to be a CPA? Not enough 
of the right students, U.S. study finds
Twelve per cent of twelfth 
grade boys would like being a 
CPA “very much.”
Another 23 per cent would like 
it “fairly well.”
These are findings in The Amer­
ican High School, the recently 
published final report of Project 
Talent, a research program con­
ducted for the U.S. Office of Edu­
cation. The project studied the ap­
titudes, abilities, knowledge, inter­
ests, activities, and backgrounds 
of high school students. It ob­
tained data from the very large 
probability sample of about 300,­
000 pupils in about 1,000 school 
systems.
Project Talent also found that 
4.8 per cent of twelfth grade boys 
and 2.8 per cent of twelfth grade 
girls expected to become account­
ants.
These figures seem to warrant 
some optimism. A lot of students 
are favorably disposed toward ac­
counting. However, many who 
would like being a CPA “very 
much” or “fairly well” like other 
pursuits equally well. And many 
who expect to become account­
ants just don’t have the intellec­
tual capacity to become CPAs. 
Project Talent’s findings regarding 
quality rather than quantity of 
manpower show the professions 
recruiting problem more clearly. 
The graph at right shows the pat­
terns of academic ability of those 
twelfth grade boys who expected 
to go on to specialized study in 
four fields, including business:
Note these findings:
• Of twelfth grade boys who 
expected to specialize in business, 
only about 5 per cent had attained 
percentile ratings 90-100.
• Of those who expected to 
specialize in each of the other 
three fields, over 20 per cent of 
the prospects were among these 
top students.
• Also, there was a smaller
proportion of business-oriented 
boys in percentile ratings 80-90.
The graph helps to explain why 
a CPA often has a hard time when 
he is looking for a staff man with 
the potential to become a profes­
sional colleague. Only accounting, 
among the four major professions, 
must recruit from a relatively 
mediocre manpower pool because 
most intelligent high school boys 
are ignorant about the opportu­
nity in our business-directed so­
ciety.
What is being done
This situation, which Project 
Talent has now described statis­
tically, has been recognized in a 
general way for some time. As a 
result, the Institute’s recent efforts 
in recruiting have been geared to 
the pursuit of quality; and they 
are designed to stimulate interest 
in the broad world of business 
and finance as well as specifically 
in accounting.
During 1963-64, the Institute’s 
recruiting film, CPA, was shown 
to live audiences 5,416 times, with 
244,679 viewers; there were 44 TV 
showings to an estimated audi­
ence of 1,858,000. Not enough of 
the live showings were before col­
lege preparatory students. So the 
Institute’s recruiting film-in-prog-
ress is being designed for use in 
eleventh and twelfth grade social 
studies, required subjects for all 
students in almost all school sys­
tems. The film will show chal­
lenges in business decision-making 
as well as in public accounting.
The recruiting pamphlet, Ac­
counting May Be the Right Field 
for You, is being replaced by a 
new pamphlet, A Career as a 
Certified Public Accountant. The 
new one draws heavily from the 
old one, which has been much 
praised by educators. Some new 
text and photographs stress as­
pects of public accounting that 
are likely to appeal to the superior 
student.
The Accounting Careers Coun­
cil, of which the Institute is a 
member, is mailing letters this 
month to 32,000 high school math­
ematics teachers; these letters ex­
plain some of the uses of math in 
business administration and in ac­
counting. Again, this is an attempt 
to stimulate the interest of pupils 
who are tops in analytical and 
general academic ability.
Since CPAs compete in campus 
recruiting with experienced pro­
fessional personnel managers, the 
Institute makes available to mem­
bers (free on request) How to 
Hire Junior Accountants, a bro­
chure with an LP recording on 
interviewing job candidates, a dis­
cussion of how to use the Insti­
tute’s testing program, and other 
aids in getting qualified staff men.
J o h n  A s h w o r t h  
Education Division
Percentile R atings o f T w e lfth  G ra d e  Boys 
W h o  Expect to Specia lize in Four Fields
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What can the Institute do for you? 
Services cover a surprising range
Auditing an oyster bed? Lost in the Washington maze?
This excerpt from the managing directors report to Council 
shows how AICPA handles requests—whether routine or bizarre
You have heard a lot in recent 
months about what the Institute 
intends in terms of projects, pro­
grams, and plans.
I ’d like to review for you what 
the Institute means for members 
personally.
A member’s call for assistance 
can be sounded in many ways. 
Early one evening several years 
ago a call came in from California 
for Carman Blough. I told the 
caller that it was eight o’clock in 
New York and Mr. Blough had 
left for the day. There was a long 
silence — and then over the trans­
continental lines came a moan. 
“My God,” said the caller, “what 
am I going to do now? I ’m about 
to go into a directors meeting, 
and I need Carman’s advice.”
He got it. Carman, sadly, has 
retired from our staff organiza­
tion, but the desperate callers are 
still being helped by others.
The troubled member not only 
uses the telephone; he comes into 
the office—either to confer with 
a member of the staff or to con­
sult the library. The library alone 
has more than 13,000 visitors 
every year.
Or he uses the mails to present 
his problem. In a typical day, the 
Institute will receive 2,000 pieces 
of mail. If this were a contest, the 
Institute would win by a four-to- 
one margin because 8,000 pieces 
of mail will be shipped out of the 
office on the same day, many of 
them devoted to responding to 
individual appeals for assistance.
What kind of help is sought?
The inquirer may be concerned 
about a technical problem. One 
of my favorite questions was on 
how to audit an oyster bed, a 
tricky operation since the oyster
sickens with resentment if dis­
turbed in his bed. I don’t remem­
ber the answer — but the Techni­
cal Information Service had one.
Or the wife of a member who 
is unaware of the fact that he has 
a fatal illness may appeal for dis­
creet help in maintaining his 
practice before its value is dis­
sipated—and some long-distance 
calls rally his professional col­
leagues in a rescue operation.
Or a member may get lost in 
the bureaucratic maze in Wash­
ington—and the Washington office 
acts as his guide.
Or a practitioner in the Mid­
west may be looking for a reliable 
correspondent in Europe — and 
the firms with international prac­
tices provide expert counsel which 
is relayed to the inquirer.
Or an elderly member may ex­
plain why he cannot afford to 
maintain his membership. He is 
too proud to ask for help, but 
it is apparent that help would be 
welcomed. If a genuine need does 
exist, it will be met by the trustees 
of the Benevolent Fund.
Or a member may be uncertain 
about the propriety of a contem­
plated action and turns to the 
committee on professional ethics. 
If a precedent can be found in 
the committee’s prior rulings, the 
staff will answer the inquiry — 
as it has answered more than a 
thousand such inquiries this year.
Not m embers only
But it is not only members who 
rely upon the Institute.
Literally thousands of students, 
for example, write to us every 
year for more information about 
accounting as a career — and
though a few now and then sug­
gest that they wouldn’t be adverse 
to our writing a term paper for 
them, most appear to be engaged 
in an honest quest for informa­
tion. Some of them may be the 
profession’s future leaders.
Scores of people from abroad, 
all of them eager to learn how 
things are done in this country, 
visit the Institute each year. It 
may well be, as some skeptics 
argue, that we are simply adding 
strength to our competitors; but 
the odds are even better that we 
are winning friends and, possibly, 
even influencing people who will 
sharply affect our own future.
And, with increasing frequency, 
the Institute is also being con­
sulted by government agencies, 
by accounting organizations here 
and abroad, and by the press.
These inquiries from the press 
are not always well-informed—and 
the resulting write-ups are not 
always pleasing. But we cannot 
shun the public’s widening inter­
est in accounting. Perhaps we 
should consider it as representing 
opportunity, not obligation, for a 
professional society. In line with 
this positive approach, we have 
been encouraged in exploratory 
efforts to develop a seminar pro­
gram which would help explain 
professional accounting to prom­
ising members of the press—and 
also might help CPAs understand 
the problems of the press.
At your service
It is not enough merely to be 
ready to serve members; members 
should know what these services 
are so that they can use them 
when the need arises.
That requires the staff to de­
vote a substantial amount of its 
time to encouraging a steady flow 
of information back and forth be­
tween the membership and the 
Institute’s headquarters. One of 
the principal communication tools 
is this monthly CPA. It involves 
virtually every key member of the 
staff — not only in the preparation
(continued on page 4)
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IRS official answers members’ questions 
on taxpayer compliance: a first
( continued from page 3) 
of material, but in a monthly con­
ference to canvas what develop­
ments should be reported in its 
pages. Perhaps as a reader you 
have some suggestions.
The printed word must be sup­
plemented by the spoken. Last 
year officers, committeemen, and 
staff members spoke before ac­
counting audiences in nearly every 
state of the Union. And six mem­
bers of the staff made less formal 
appearances in smaller communi­
ties as part of a regular program 
of field visits.
The quality of the day-to-day 
assistance to be rendered by the 
Institute depends in good measure 
upon the quality of its staff.
That means we must be able to 
attract and then retain first-rate 
people. It means, too, that we 
must provide opportunities for ad­
vancement and personal growth, 
a clear definition of the responsi­
bilities and authority for each staff 
position, and supervision through­
out the staff which liberates 
rather than imprisons. The crea­
tion of that kind of work-environ­
ment devours a lot of everyone’s 
time at every staff level.
It will come as no surprise to 
you who manage or help to man­
age your firms that this is all 
easier said than done. But you 
can be sure of one thing: We have 
been working at it for some time
— and intend to keep at it.
This report’s emphasis on the 
personal services performed by 
the Institute is not intended to 
disregard the major programs of 
the Institute — the programs de­
signed to advance the over-all ob­
jectives of the profession.
Yet, at the same time, it should 
never be forgotten that the Insti­
tute was created by people as a 
means of helping each other. In 
fulfilling that mission — day after 
day, year after year — the Insti­
tute is building a vast reservoir 
of membership loyalty.
Without that loyalty, it could 
accomplish little.
J o h n  L a w l e r  
Managing Director
In response to inquiries by 
members of the American Insti­
tute on how the Internal Revenue 
Service gauges voluntary taxpayer 
compliance, and what the objec­
tives of the agency’s Taxpayer 
Compliance Measurement Pro­
gram are, Donald W. Bacon, As­
sistant Commissioner, Compli­
ance, answered the following 
questions for The CPA:
1. Why a taxpayer compliance 
measurement program at all?
“For a number of years the 
Internal Revenue Service has had 
as one of its main objectives the 
improvement of voluntary com­
pliance by the taxpayer. We also 
wanted the total effort of the 
Service redesigned to improve 
voluntary compliance by induc­
ing the greatest number of tax­
payers to voluntarily file correct 
tax returns and pay their out­
standing balances on time. At the 
same time, another Service ob­
jective was to establish a long- 
range research program to gather 
data on a scientific basis in order 
to provide the information needed 
to implement our Long-Range 
Plan and to optimize Federal tax 
administration.
“In order to evaluate the effects 
of the Service’s effort to accom­
plish these objectives, an accept­
able method of measuring levels 
of taxpayer compliance and 
changes in compliance levels was 
needed. After deliberation, these 
demands were combined into 
one long-range research program, 
namely ‘The Taxpayer Compli­
ance Measurement Program.’ ”
2. In what areas is TCMP now 
operative?
“TCMP is operative in the 
three tax enforcement areas of 
Delinquent Accounts, Delinquent 
Returns, and Individual Returns
Filed. The Delinquent Accounts 
Phase, which can also be called 
the tax payment delinquency area, 
was installed on a nationwide 
basis to provide detailed informa­
tion for calendar years 1963 and 
1964, and designated subsequent 
years, on bills and notices issued 
to taxpayers and, in those cases 
where the taxpayer fails to re­
spond, on Taxpayer Delinquent 
Accounts (TDA’s). New, de­
tailed information is being col­
lected on the number and amounts 
of such issuances and closures by 
source of issuance, types of tax, 
size of tax, geographical location, 
and man-hour costs.”
3. What are the objectives of 
TCMP?
“TCMP has seven primary ob­
jectives, namely, to determine: 
( 1) the total tax administration 
workload; (2 ) the portion of the 
total workload accounted for by 
current operations; (3) the por­
tion of the total job that is left 
undone; (4) the level of taxpayer 
compliance; (5) changes in lev­
el of taxpayer compliance, and 
whether compliance is increasing 
or decreasing under existing pro­
grams; (6 ) the effectiveness with 
which current operations are be­
ing conducted; and (7) the net 
tax administration gap.”
4. How do you feel about the 
ultimate success of TCMP?
“TCMP objectives are ambi­
tious, but we believe that they 
can be substantially attained, al­
though not necessarily all of them 
in the immediate future. Although 
we have not been giving the pro­
gram much publicity at this stage 
. . .  it is beginning to draw inter­
national interest, and other Na­
tions may be undertaking anal­
ogous programs in the future.”
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Minutes of the Annual Meeting
Bal Harbour, Florida, October 5, 1964
T h e  seventy-seventh annual meet­
ing of the American Institute of 
Certified Public Accountants con­
vened at 9:00 a .m . ,  October 5, 1964, 
at The Americana Hotel, Bal Har­
bour, Florida. President Clifford V. 
Heimbucher presided.
Address of Welcome
Robert F. Stonerock, president of 
the Florida Institute of Certified 
Public Accountants, welcomed the 
members of the AICPA to Florida.
Approval of Minutes
Minutes of the annual meeting of 
October 8, 1963, were approved as 
printed and circulated to the mem­
bership.
Report of the Auditors
Edward F. McCormack, of the 
firm of Hurdman and Cranstoun, 
presented the report of the auditors.*
Introduction of Guests From 
Other Countries
The chairman introduced the fol­
lowing guests from abroad who ex­
tended greetings from the account­
ing organizations in their respective 
countries:
Derek R. Lukin Johnston, presi­
dent of the Canadian Institute of 
Chartered Accountants; Manuel Fer­
nandez Marquez, president of the 
Instituto Mexicano de Contadores 
Publicos; Jose Manuel Pintado, pres­
ident of the Colegio de Contadores 
Publicos de Mexico; Alfredo M. 
Velayo, official representative of the 
Philippine Institute of Certified Pub­
lic Accountants.
Introduction of Past Presidents
The chairman announced that it 
was his pleasure to introduce the 
following past presidents of the In­
stitute:
George D. Bailey 1947-48 
Percival F. Brundage 1948-49 
Alvin R. Jennings 1957-58 
Norman L. McLaren 1941-42 
Louis H. Penney 1958-59 
Louis H. Pilié 1960-61
*S ee  the O ctober CPA, pages 16-18 and 21.
John W. Queenan 1961-62
J. S. Seidman 1959-60
J. Harold Stewart 1949-50
T. Dwight Williams 1945-46
Robert E. Witschey 1962-63
Report of Council
At the request of the chairman, 
Thomas H. Carroll presented the re­
port of Council. Upon motion duly 
seconded, the report of Council and 
all acts of Council during the year 
were approved.
Report of the President
President Heimbucher presented 
his report to the members.
Election of Officers and 
Members of Council
The chairman announced that the 
next order of business was election 
of officers and members of Council 
for the ensuing year. Upon request 
of the chairman, Robert E. Witschey 
presented the report of the commit­
tee on nominations.
The chairman of the committee on 
nominations announced that the com­
mittee proposed Thomas D. Flynn, 
of New York, for president. It was 
moved and seconded that the nomi­
nations be closed and that the secre­
tary cast one ballot for the election 
of Mr. Flynn. The motion was car­
ried, the ballot was cast, and Mr. 
Flynn was declared duly elected.
The president was escorted to the 
dais.
The following members, proposed 
for the offices of vice presidents and 
treasurer, were nominated by the 
committee on nominations:
Vice Presidents
Horace G. Barden, Ill.; Maurice 
J. Dahlem, Calif.; Bernard B. 
Isaacson, Del.; John R. Ring, 
Fla.
Treasurer
David F. Linowes, N.Y.
It was moved and seconded that 
the nominations be closed and that 
the secretary cast one ballot for the 
candidates named. The motion car­
ried, the ballot was cast and the 
members named were declared 
elected.
Mr. Witschey presented the names 
of the following members proposed 
for members of Council for three- 
year terms and for members of 
Council to fill vacancies on the Coun­
cil created by the election of officers 
and by the resignation of a member.
For Council Members at Large: 
(Three-year term)
Herman W. Bevis, N.Y.
Louis M. Kessler, Texas 
Robert M. Trueblood, Ill.
For Members of Council: 
(Three-year term)
Raymond R. Kohler, Alaska 
Alexander M. Keith, Jr., Ark. 
Tindall Cashion, Calif.
John F. Joyce, Calif.
Robert W. Ruggles, Calif. 
Robert S. Warner, Calif.
Harlan H. Holben, Colo. 
Bernard J. Zucker, Conn. 
Richard L. Barnes, Fla.
Jack W. Lucas, Fla.
Roy L. Ward, Ga.
Valentine L. Tennent, Hawaii 
George R. Catlett, Ill.
John P. Goedert, Ill.
George M. Horn, Ill.
John D. Harrington, Ind. 
Sherman G. Shapiro, Me. 
George O. Sparks, Jr., Md. 
Ernest A. Berg, Mass.
Kenneth S. Reames, Mich. 
Gerald C. Schroeder, Mich. 
William M. Dolan, Jr., Minn. 
James W. Clark, Mo.
George D. Anderson, Mont. 
Walter C. Witthoff, Nebr.
W. Wayne Bunker, Nev.
John E. Rich, N.H.
George D. McCarthy, N.J.
Fred Rohn, Jr., N.J.
Edward J. Neff, N.M.
Matthew F. Blake, N.Y.
Philip L. Defliese, N.Y. 
Malcolm M. Devore, N.Y. 
Sidney B. Kahn, N.Y.
Eli Mason, N.Y.
R. Gerard Palmer, N.Y.
Mark E. Richardson, N.Y. 
Baldwin E. Martz, N.D. 
William B. Nicol, Ohio 
John S. Schott, Ohio 
Presley S. Ford, Jr., Okla. 
Albert G. Metz, Jr., Pa.
Daniel L. McKnight, Jr., S.C. 
Morris F. Anderson, S.D.
John S. Glenn, Jr., Tenn.
Don C. Chorpening, Texas 
Robert J. Hibbetts, Texas 
L. Ludwell Jones, Texas 
Jordan B. Wolf, Texas 
W. Charles Woodard, Texas
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Barney Z. Goldberg, Vt.
Hayden Q. Anderson, Va.
W. Kenneth Woolley, Wash. 
Willard H. Erwin, Jr., W. Va. 
Bernard M. Vaughan, Wis. 
Clyde W. Gaymon, Wyo.
Hein Christensen, V. I.
For Member of Council at Large: 
(Two-year term)
Walter R. Staub, N.Y.
(One-year term)
Richard S. Claire, Ill.
For Members of Council: 
(One-year term)
Hilliard R. Giffin, Calif.
Frank A. Gunnip, Del.
A motion was made and seconded 
that the nominations be closed and 
that the secretary cast one ballot for 
the election of the Council members 
named. The motion carried, the bal­
lot was cast, and the members named 
were declared elected.
Election of Committee 
on Nominations
The chairman announced that the 
next order of business was the elec­
tion of five members of the com­
mittee on nominations for the cur­
rent year, stating that in accordance 
with the provisions of the By-Laws, 
the Council had elected Clifford V. 
Heimbucher, of California, and Ken­
neth B. Wackman, of New York, to 
serve on the nominating committee, 
the first named to act as temporary 
chairman until the committee elected 
a permanent chairman. The follow­
ing were nominated:
Gordon S. Battelle, Ohio; Ben W.
Brannon, Ga.; Curtis H. Caden­
head, Texas; Firman H. Hass,
Mich.; William J. von Minden, 
N.J.
It was moved and seconded that 
the nominations be closed and that 
the secretary cast one ballot for the 
election of those named. The mo­
tion carried, the ballot was cast, and 
the members named were declared 
elected.
Amendments to the Code of 
Professional Ethics
At the request of the chairman, 
John Ring, chairman of the commit­
tee on professional ethics, presented 
for discussion by the members pres­
ent, but not for action, the following
proposed amendments to the Code 
of Professional Ethics. Under the 
provisions of Article XV, Section 5, 
of the By-Laws, following the an­
nual meeting, the proposed amend­
ments will be submitted to all mem­
bers for a vote by mail, accom­
panied by a statement prepared by 
the secretary summarizing the argu­
ments presented for and against each 
amendment:
Proposal No. 1
Amend Rule 2.01 to read as fol­
lows:
“A member or associate shall not 
express his opinion on financial state­
ments unless they have been ex­
amined by him, or by a member or 
employee of his firm, on a basis con­
sistent with the requirements of Rule 
2 .02 .
“In obtaining sufficient information 
to warrant expression of an opinion 
he may utilize, in part, to the extent 
appropriate in the circumstances, the 
reports or other evidence of auditing 
work performed by another certified 
public accountant, or firm of public 
accountants, at least one of whom is 
a certified public accountant, who is 
authorized to practice in a state or 
territory of the United States or the 
District of Columbia, and whose 
independence and professional repu­
tation he has ascertained to his satis­
faction.
“A member or associate may also 
utilize, in part, to the extent appro­
priate in the circumstances, the work 
of public accountants in other coun­
tries, but the member or associate so 
doing must satisfy himself that the 
person or firm is qualified and inde­
pendent, that such work is per­
formed in accordance with generally 
accepted auditing standards, as pre­
vailing in the United States, and that 
financial statements are prepared in 
accordance with generally accepted 
accounting principles, as prevailing 
in the United States, or are accom­
panied by the information necessary 
to bring the statements into accord 
with such principles.”
Proposal No. 2
Amend Rule 2.03 to read as fol­
lows:
“A member or associate shall not 
permit his name to be associated 
with statements purporting to show 
financial position or results of oper­
ations in such a manner as to imply
that he is acting as an independent 
public accountant unless he shall:
“(a) express an unqualified opin­
ion; or
“(b) express a qualified opinion;
or
“(c) express an adverse opinion;
or
“(d) disclaim an opinion on the 
statements taken as a whole and in­
dicate clearly his reasons therefor; or
“(e) when unaudited financial 
statements are presented on his sta­
tionery without his comments, dis­
close prominently on each page of 
the financial statements that they 
were not audited.”
Proposal No. 3
Amend Rule 3.04 to read as fol­
lows:
“Commissions, brokerage, or other 
participation in the fees or profits of 
professional work shall not be al­
lowed or paid directly or indirectly 
by a member or associate to any 
individual or firm not regularly en­
gaged or employed in the practice 
of public accounting as a principal 
occupation.
“Commissions, brokerage, or other 
participation in the fees, charges or 
profits of work recommended or 
turned over to any individual or firm 
not regularly engaged or employed 
in the practice of public accounting 
as a principal occupation, as inci­
dent to services for clients, shall not 
be accepted directly or indirectly by 
a member or associate.”
Proposal No. 4
Amend Rule 4.02 to read as fol­
lows:
“A member or associate shall not 
practice in the name of another un­
less he is in partnership with him or 
in his employ, nor shall he allow any 
person to practice in his name who 
is not in partnership with him or in 
his employ.
“This rule shall not prevent a part­
nership or its successors from con­
tinuing to practice under a firm 
name which consists of or includes 
the name or names of one or more 
former partners, nor shall it prevent 
the continuation of a partnership 
name for a reasonable period of time 
by the remaining partner practicing 
as a sole proprietor after the with­
drawal or death of one or more 
partners.”
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Amendments to the By-Laws
J. Earl Pedelahore, chairman of 
the subcommittee of the executive 
committee, at the request of the 
chairman, presented for discussion 
of the members present, but not 
for action, the following proposed 
amendments to the By-Laws. Under 
the provisions of Article XV, Section
5, of the By-Laws, following the an­
nual meeting, the proposed amend­
ments will be submitted to all mem­
bers for a vote by mail accompanied 
by a statement prepared by the 
secretary summarizing the argu­
ments presented for and against each 
amendment:
Proposal N o. 1
To prevent Council from becom­
ing too large, freeze the total num­
bers for a vote by mail accompanied 
of Council within the meaning of 
Item (1) of Article VII, Section 1, 
paragraph (a), of the By-Laws, ef­
fective immediately after the 1966 
annual meeting.
To give effect to this recom­
mended change, it is proposed that 
Article VII, Section 1, paragraph
(a), of the By-Laws be amended, ef­
fective immediately following the 
annual meeting of the Institute in 
1966, in the following respects:
Change Items (1) and (2) to 
read in their entirety as follows:
“(1) Each state, territory, or pos­
session of the United States or the 
District of Columbia having at least 
one member shall have at least one 
elected member of Council. Until 
the end of the annual meeting of 
the Institute in 1971, each such juris­
diction shall also have one additional 
elected member of Council for each 
five hundred members in excess of 
one member, based on membership 
figures and addresses according to 
the records of the Institute as of 
August 31, 1965. Effective immedi­
ately following the annual meeting 
of the Institute in 1971, and im­
mediately following such annual 
meeting every fifth year thereafter, 
the total number of Council mem­
berships resulting from the applica­
tion of the preceding sentence shall 
be equitably allocated by the com­
mittee on nominations among the 
states, territories, and possessions of 
the United States and the District 
of Columbia in accordance with the 
number of Institute members in each 
such jurisdiction.
"(2) The determination of the
number of members in each juris­
diction and the allocation of Coun­
cil memberships under this para­
graph (a) to each jurisdiction shall 
be made by the committee on nomi­
nations at least four months prior to 
the annual meeting of the Institute 
to be held in 1971 and each fifth 
year thereafter, based on member­
ship figures and addresses according 
to the records of the Institute as of 
August 31 preceding the date of 
such determinations, and shall be­
come effective immediately following 
the first annual meeting held after 
the making of such determinations.”
Change Item (3) as follows: De­
lete the words “in any year” on line
1. Delete the words “for the imme­
diately preceding year,” on lines 4 
and 5, and insert in place thereof 
the following: “by the immediately 
preceding allocation,”
Proposal N o . 2
To increase the number of “at 
large” members of Council from 
nine to twenty-one.
To give effect to this recom­
mended change it is proposed that 
Article VII, Section 1, paragraph
(b), of the By-Laws be amended, 
effective April 1, 1965, to read in 
its entirety as follows:
“(b) Twenty-one members to be 
elected at large without regard to 
the jurisdiction in which they reside. 
At the annual meeting in 1965, seven 
of such members shall be elected for 
a term of three years or until their 
successors shall have been elected, 
four of such members shall be 
elected for a term of two years or 
until their successors shall have been 
elected, and four of such members 
shall be elected for a term of one 
year or until their successors shall 
have been elected. At the annual 
meeting in 1966, and at each an­
nual meeting thereafter, seven of 
such members shall be elected for 
a term of three years or until their 
successors shall have been elected; 
and”
Proposal N o . 3
To provide that state societies may 
designate as a Council member any 
Institute member (rather than only 
the president or president-elect of 
such state society, as the By-Laws 
presently provide) for a maximum of 
six one-year terms.
To give effect to this recom­
mended change it is proposed that 
Article VII, Section 1, paragraph 
(e), of the By-Laws be amended, 
effective April 1, 1965, by deleting 
the present wording in its entirety 
and substituting therefor the fol­
lowing:
“(e) One member of the Insti­
tute designed by the society of cer­
tified public accountants of each 
state, territory, or possession of the 
United States and the District of 
Columbia, who shall serve for a term 
of one year or until his successor 
shall have been designated by such 
society but who shall not be eligible 
to serve for more than six successive 
terms under this paragraph (e); 
and”
Proposal N o . 4
To permit the election to the ex­
ecutive committee of former mem­
bers of Council as well as present 
members of Council, and give such 
former members of Council who are 
elected to the executive committee 
“ex officio” status as members of 
Council during their service on the 
executive committee.
To give effect to these recom­
mended changes it is proposed that 
Article VII, Section 1, and Article 
IX, Section 2(b), of the By-Laws be 
amended, effective April 1, 1965, as 
follows:
Change the designation of the 
last paragraph of Article VII, Sec­
tion 1, from “(f)” to “(g)” and in­
sert a new paragraph (f) to read as 
follows:
“(f) Members of the executive 
committee who are not members 
of Council by reason of other para­
graphs of this section.”
Change Article IX, Section 2(b), 
by inserting after the word “mem­
bers” in line 3 the words “or former 
members.”
Vote of Appreciation
A motion was made and seconded 
that a vote of appreciation be ex­
tended to the general chairman of 
the annual meeting committee and 
to all those who assisted him in 
planning the entertainment and hos­
pitality for the meeting. The motion 
was carried.
Adjournment
The meeting adjourned sine die at 
3:40 p . m .
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Top executives urged to participate 
in accounting principles effort
Top executives were asked for 
their active co-operation and sup­
port in narrowing the areas of 
difference in accounting princi­
ples in a letter which President 
Thomas D. Flynn sent this month 
to the presidents of all corpora­
tions listed on the New York and 
American Stock Exchanges.
“It would be unfortunate,” he 
said, “if mounting criticism should 
result in a weakening of confi­
dence on the part of the investing 
public in the reliability of the 
information which corporations 
issue to their stockholders.”
Enclosed with the letter was a 
copy of John L. Carey’s article, 
“Management’s Stake in Account­
ing Principles,” which appeared 
in the September issue of Finan­
cial Executive.
The article traces both the 
progress in accounting principles 
and the increase in public interest 
in this area.
Mr. Carey’s article then:
• Calls upon management—not 
only financial executives, but pres­
idents and chairmen as well—to 
participate in determining “the 
best accounting practices in the 
difficult and controversial areas.”
• Urges that management not 
limit itself to the internal situation 
of the company but consider ac­
counting practices with regard to 
the company’s position as “part of 
an industry, which in turn is part 
of the free-enterprise system.”
• Suggests that “the views of 
management would be more in­
fluential—and its influence would 
be welcomed by all concerned—
if a consensus could be developed 
on a proposed APB Opinion 
through an organization such as 
the Financial Executives Insti­
tute.”
Copies of the reprint are avail­
able to members who request 
them from the Institute.
PD T a x  C ourses R e fle c t  
C h ang es  in  '6 4  Revenue A c t
PD courses in th e  ta x  a rea  have  
been revised to  include all th e  
changes in  th e  course m ateria ls  
resulting fro m  th e  passage o f  th e  
1964  tax law . Courses a va ilab le  
fo r s ta te  society presentation a re :
1. Problem s o f  th e  C lose ly  H e ld  
C o rp o ra tio n
2 . Purchase, Sale, o r L iqu ida tion  
o f a  C o rp o ra te  Business
3 . Pension and  P ro fit Sharing  
Plans
4 . R eal Estate Problem s
5 . Estate Planning and  th e  C P A
6 . Problem s o f  Partnership  
(a new  tw o -d a y  course)
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